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PREFACE. 


This report is the fruit of a tour made last winter (1920-21) in 
'^Germany and Italy. ‘ It also represents the results of over three 
years’ practical work and study in the Punjab, where there are now 
over 8,000 co-operative societies. Througliout my tour my 
one aim was to see and hear everything tJiat could be of prac- 
tical use to India; and similarly throughout this report my sole 
object has been to share with others, less privileged, the fruits of 
an intensely interesting experience. This explain.s at once the 
choice of subjects and the method of treatment. Primarily I 
have written not to show Co-operative achievement — abler pens 
have done this — but the actual working of the movement. I have 
read many books on Co-operation, often works of deep interest, 
but few that I found of much practical assistance to the builder, 
and it is for the builder rather than for the architect that I have 
written. This method naturally involves much technical detail. 
To make the latter intelligible and, if possible, readablo, a 
number of individual societies have been described, which show 
perhaps more clearly than anything else what Co-operation meads 
to the individual co-operator. If, by unexpected chance, this re- 
port falls into tire hands of the general reader, I would venture to 
suggest that wliatever else is omitted some at least of these 
accounts should be read.^ Altogether 9S societies (exclusive of 
federations and unions) wore visited, and so far as possible typi- 
cal institutions were chosen for inspection.’’ In Germany, believ- 
ing that concentration would be more fruitful than a wider 
survey, I divided most of my time between Bavaria and the 
Rhineland, probably the two best fields in the countiy for the 
study of agricultural Co-operation. In Italy, with one exception, 
all the societies I saw Avere in the Northern lialf of the peninsula. 
Consequently tliere is little reference in the report to the South, 
where the movement is said to be much less developed. 

As few statistics as possible have been given, partly because 
the war lias made them difficult to obtain, and partly because tliey 
are not easy to digest. Conversion of the mark and lira for any 
‘posUioar figure has been done at 200 marks and 80 lire to the 
pound. Owing to the great dcpi-eciation in German and Italian 
currencies conversion at par would have given a totally wrong 
impression. A figure has, therefore, been taken as nearly corre- 
sponding as possible to the average rate prevailing last year. 

^ Eight days woro aUo spent in Ireland hist summer. 

2 e, g. paragraphs 11, 113, 115, 12S, 129, 136, 163, 175 and 182. 

^ InGermiiuy 59; Italy 28 ; Ireland IX. 


I am so constantly asked what is meant by a co-operative 
society that it will, perhaps be as well to indicate very briefly how 
it differs from a joint stock company. There are two main 
differences. One touches aims and the other control. In the 
joint stock company control vests in the shareholder in i)ro})ortion 
to his shaves. A man with 10 shares has ten times as much vot- 
ing power as a man with one. Capital therefore dominates. In 
the co-operative society the rule of one man, one vote, is axiomatic, 
Bich and poor are therefore equal. Secondly, a company’s sole 
object is profit, and all profit is distributed in ratio to shares. On 
the other hand the object of a co-operative society is not profit 
but a specific service, which it seeks to render to its members on 
the best possible terms. If the service is the supply of house- 
hold r(}quirements, the society is called a store ; if the provision of 
banking facilities, a bank or credit society ; if the sale of mem- 
bers’ produce, a sale society ; and so on. All money raised or 
borrowed is paid for at a fixed rate like any other commodity 
required by the society. Eor instance, dividend on .shares is 
usually limited to 5 or 6 per cent. If after discharging all 
liabilities any surplus remains, it i.s distributed in strict pro- 
portion to the amount of business done by (aoh member 
wdth the society. Thus a member who has bought £10 wwth 
of good.s will receive ten times as much as one who has spent 
only £1. The principle underlying the payment is not a 
distribution of profit, which technically does not exist in 
a co-operative society, but a refund of part of the price 
previously i)aid for the goods. Broadly, therefore, whereas a 
joint stock company exists to exploit human need for the 
benefit of capital, a co-operative society exists to make capital 
serve human need. And so the motto of every joint stock com- 
pany is profit, more profit and still more profit; or in blunter 
language, every company for itself and the devil take the hind- 
most. Whereas the motto of every true co-operative society is 
* each for all and all for each.’ The difference is fundamental 
and explains why Co-operation is spreading so fast and so far. 

I cannot conclude this prefatory note without expressing my 
deep gratitude for the kindness lavished upon me by fellow-co- 
operators wherever I went. It made me realize the strength 
of the oo-operative tie — one of the few international ties that the 
war has not entirely snapped. Alike in Germany and in Italy 
nothing could have, exceeded the generosity with which time, 
labour and information were placed at my disposal, often by 
extremely busy men. If in the following pages praise is mixed 
^th blame, it is because no humcan institution is perfect, and I 
would beg all concerned to believe that I have endeavoured, to 
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the best of my ability, to give a faithful account of all I saw and' 
heard. Where so many have helj)ed it is almost invidious to 
mention names, but a special word of gratitude is due to Mr. H. 
W. Wolff for having advised me to go to Germany and for enabling 
me by his introductions to do so. I doubt if any other coun- 
try can have so much to teach India, as the Indian system is 
largely modelled upon the German. Of the many others who 
stand out prominently in my memory for unfailing help and 
courtesy are Mr. A. Wotzell of the Ministry of Labour, who 
placed his library at my disposal ; Messrs. H. Barbour ^ and J. C. 
Adams, who showed me so much in Ireland ; Herr Regierungsrat 
Gennes, President of the Imperial Pederation at Berlin; Hr, 
Anwauder, President of the Bavarian Union of Urban Banks, and 
the Secretaries of the Agricultural Unions at Bonn, Coblenz and 
Munich. In Italy Sir Edward Capel Cure, K.B.E., of the British 
Embassy at Rome, S. Vergnanini, Secretary of the Socialist 
National League, Dr. Eacchini of Ravenna, Dr. Pcsenti of Ber- 
gamo and M . Constanzo of the International Institute of Agri- 
culture at Rome were of special assistance. I had, too, the 
privilege of meeting some of the veterans of the movement, 
associates of Baiffeisen and Schulze, notably His Excellency Luigi 
Luzzatti, Herr Geheimrat Ilavcnstein, Herr Justizrat Cruger, and 
Herr Okonomierat Caspers. Last but not least must be mention- 
ed Mr. J. R. Cahill’s admirable Report on Agricultural Co-opera- 
tion in Germany which was my vade mecum throughout my tour 
in that country. 

The mh July 1921. MALCOLM DARLING. 


^ Chair jiAti of tho Irish Agricultural Wholesale Society. 




INTRODUCTION. 


Apr ^8 la guerre te deluge. Por four years of war every 
_ ecdnoiiiio law had been broken, and by a 

Eqt Ope after the >Var. inii-o i 

luiuflred artmoes every symptom and coiise- 
quence had been suppressed. When at last ‘ peace ’ came, the 
dam burst and Europe was almost submerged. Russia finally 
went under, and Hungary was nearly sucked down in her wake, 
Austria for the moment survives but only by artificial respira- 
tion, while Germany, at one time threatened with bankruptcy, 
famine and chaos,’ is still adrift on the wreckage of her shattered 
empire. Even the victerions countries have not escaped. In 
Prance the franc has touched 68, and in Italy the lira was 
recently worth less than 2|<Z.- Revolution has always been 
Preceded by depreciation of the currency, and at one time many 
thought that Italy was in dancer. Last September (1920) her 
factories were seized by the workmen and the masters tempo- 
rarily dispossessed. In district after district there have been 
agrarian disorders, and in Sicily large tracts of land were forcibly 
fseized by the ])easants. Ev'erywliere Qn the continont food 
was scarce, prices prohibitively high and ‘ morale ’ profoundly 
shaken. Meanwhile ark after ark has been planned to stave 
Europe from the flood, but so far only one has succeeded in at- 
tracting men of all countries and giving them some measure of 
security and Lope. As a leading Italian co-operator put it — 
“ the war has buried in its ruins men and their ii^titutions, 
philosophical systems and political and economic doctrines, but 
it has given wings to Co-operation.”'’ 

2. Never has Co-operation been more needed, aud never has it 
fi. spread more rapidly. By the PeaceofVer- 

atito societios. saillcs, Germany lost over 2,300 rural societies. 

The deficit was made good in nine* months. 
In the two years following the war 10,000* societies were started, 
and the pace is still" maintained.^ Por Italy accurate statistics are 
hot ayailable, but progress has been as rapid, if less sure than in 
Germany. In 1915 ' there were 7,000 societies, and at the end of 
1920' probably as many as 16,000, which means that the number 


In 1919 Munich fjr a month in the hands of tho IlolslicvUt, Them have been many 
other diaturbancos. 

February, 1921. 

^ Inaugural address of the President of tho Congress of Village Banks, Septembar 1918. 

The actual number is 9,993. Thp net increase is, however, much less as 1,701 societies 
iWere^dii^Bolved and many more were lost through the peace treaty. 

In the first four mouths of this year uearly 2,000 societies have been opened. 
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.must have nearly doubled siuce the war, as comparatively few 
societies were started while it lasted.^ 


3. There are several reasons for this startling growth in 

T, , V. Italy and Germany. One is common to- 
wsona or im trow , . countries. After the war 

<a) Tiie Profiteer. . everyone expected a better world, and every- 
one found a worse. Only- one class prospers, the profiteer. The 


pio^teer has been with us for at least 100 years, but it was not 
till the war that he entered into his kingdom. Everyone hates 


him, and yet everyone profiteers if he gets the chance. The 
country profiteers at the expense of the town, and ring, syndicate 
and trust at the -expense of tlie comitry. The towns are hungry, 
yet the farmer exacts the uttermost farthing for his produce.- 
The farmer in Lis turn has to purchase everything he needs at 
exorbitant rates. The capitalist or, as I would rather call it, the 
profit-seeking system, and not the individual is to blame. Based 
upon profit, this system inevitably ‘^breeds the profiteer. To 
dethrone him the system must be mended or ended. The Italian 


.Socialist is emphatic for the latter; the German peasant pro- 
prietor would be content with the former. Amongst the many 
remedies suggested, nationalisation, co-partnership, guild social- 
ism and tho like, Co operation is the only one that in all 


countries is definitely established, and the only one, therefore, 
that can deal forthwith with the evil. Stated briefly this is the 


main reason for its sensational growth since the war, and this is 
why the co-operative store is spreading so fast in Italy and the 
supply society in Germany. 


In Italy the feeling against the profiteer and the system 
(^) Political Kivalry in he represents is even stronger tlian in 
Germany. The expressed aim of the Social- 
ist party, which controls one of the two great blocks of co- 
operative societies in the country, is to destroy capitalism and 
establish collectivism in its place. The Catholics, on the other 
hand, who control the other important block of societies, are 
strongly entrenched in individualism. The hottest rivalry pre- 
vails between the two and, as the co-operative society is regarded 
in Italy as a source of political strength, both parties compete 
feverishly with each other to form societies. This factor, which 
has had much to do with the rapid spread of the movement in 


recent ofHcial esliinato (m the Itolletioo del Lavoro puts tho number of 80 cietic.s on tho 
lEth July 1^^21 at ly, 5 10, but tho leeding Hocislist Go-operative Journal ivonld deduct at least 
10 or 20 per cent, on account of societies that have ceased to tuuct'on. Less than 30 per cent, 
of tho societies are in th*b Southern half of the peninsula from Rome Son thwai^s) while 
well over half are^n the four Northern provinces of Piedmont, lionibardy, 'Venetiaand Emilia, ' 

- The Italian farmer hast again prefciTed, as a rule, to hold hack his wheat crop iu the expect- 
ation that he wjll be in a position to fncme a better price from the necessities of the city popur 
la lions ^^-^The Ohserrer, 2nd October 1921. 



Italy, has only recently come into play, as it is only since the* 
war that the Catholics have begun to. take an open part in politics. 


Only less important than political rivaliy is tlie lavisli 
. . , financial assistance given by Government. 

* * * “ ■ IM illions of lire have been poured out, mainly 

in the hope that Co-operation would prove a sedative to the 
agrarian and industrial ferment produced by a long war upon a 
not very phlegmatic people.’ Societies liave spnnig up like 
mushrooms, some Avith no more resource tl>an a few 10 lire shares, 
believing tliat unlimited funds w'ould be placed at their disposal 
by Government. Even Italians are alarmed at the appearance 
of so many new societies, some of whicli have already Jiad to be 
liquidated. Tlie danger is accentuated by the almost total lack 
of organization for inspection and control, which has’tlicre- 
fore had to be improvised in haste with insufllcient funds and 
* statf. The question of State aid is an important one and will be 
discussed later.® MeariAvliilc it may be noted that the great^ Luigi 
Luzzatti himself considers the present indiscriminate distribu- 
tion of subsidies to be highly demoralising. 


4. Germany is in sharp contrast to Italy. Politics are 
. ,, .... , eschewed and the public exchequer is empty. 

Economic Oomhtion of ^ « a i L J 

Geniiany ofier tii« War. r.rogTOSi^ therefore owe« nothing* eitlier to 

political rivalry or to public’ grant. The 
feeling against the profiteer is strong, but at bottom the driving 
imi)ulse is necessity, the hard, dire necessity of defeat and econo- 
mic paralysis. “The very perfection of social and economic 
organisation in Germany ” says a British Government re^^ort “hrs 
proved her undoing. No other nation could iiave liquidated and 
thiwn into the fighting line the whole of its resources in men and 
material. . . AVhen, however, her fighting shell broke down at one 
spot, the whole thing collapsed, and tlio sliell Avas found to he 
■ practically empty.” " In the 25 years before the war tbc German 
population increased by 40 per cent. ; yet in spite of a poorer soil 
thamthat of Great Britain, thanks to vast imports® of chemical 
manures and concentrated fooding stuffs, Germany Avas able 
unaided to feed nearly the whole of her population of 67 millions, 
and withal to feed it better than either England, Prance or Italy fed 


1 The League of ex-»oldienj alono lias been given :300 Tuilliou lire to purchase land for 
co-operative farms. 

* Paragraph 6o. 

^ Greats because ho Ib the founder of Co-operation in isaly. He has also heea 
Kitiister, see paragraph 143. 

* House-building eocieties are a partial exception, ace Chapter 10* 

J Starling^ Bipvrt on Food CenditionB in Q$rmany (1919), p 
Valued In 1913 at £68 millione. 
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, theirs. Only the finest organisation and tho highest development 
of scientific agriculture could liave aclueved this. The war para- 
lysed the*one, and hy cutting off supplies half destroyed.thc other. 
The productivity of her soil diminished by 40 j)er cent.’ : 55 per 
cent, of her livestock was losV and food supplies were ‘cut in 
half.’ * The mark once Avorth a shilling shrank to less than 3 farth- 
ings. Death and disease increased enormously, and the nation is 
described as ‘broken in body and spirit.’* Yet, in spite of this, 
in the tAvo years following the Avar 10,000 co-operativ(^ societies 
Avere opened. There could he no finer tribute at once to the 
poAver of Co-operation and to the unconquerable spirit of man. 

5. Apart from moral influences, two factors have comhinod 
, ^ ^ . to ])roducc this i*esiilt, an efficient organi- 

fion and a gooa Banking sation and a first rate co-operative banking 

system Through an elaboraite system of 
Pederations and Unions, Avhicli is described 
in chapter 2, experience, capacity and enthusiasm, (all {high- 
ly disciplined and trained, haA’^e been brought to hear upon 
CA'ery jiart of the country. As in Italy, societies haA'^e arisen 
in hundreds, but, unlike Italy, as soon as a society is formed, 
it comes at once uiuhn* skilled guidance and control. Pro- 
gress therefore is sure. It is also rapid, because money 
is aA'ailable. On the agricultviral side this is due to the 
village bank, of which there are now nearly 1 9,000. In Italy and 
Ireland village hanks arc at a standstill, if not declining, hoeause 
high prices liave turned the farmer from a horroAver into, a dc})0- 
sitor, and there is no means of using his deposits. In Germany, 
too, Avar has made the farmer prosperous and large depo- 
sits have accumulated. Thanks, hoAvever, to an admiralile 
system of central hanks CA’^cry pfennig has been absorbed, 
so that Avhen the time came for re-construction and deve- 
lopment abundant capital was available. Germany is a splen- 
did example of self-lielp, as Italy is a warning of the 
danger of State aid. But Italy, too, is learning the lesson 
that sooner or later all must learn who ignore first princi- 
ples. When last Avinter the tide of GoA'ernment grant suddenly 
ebbed, progress was arrested "and many societies found themselves 
stranded. In consequence both Catholic and Socialist are now 
doing their utmost to dev’^elop banking systems of their OAvn, 
the one, as in Germany, todraAV the surplus wealth of the country 
side and tlie other the deposits of labour. If they succeed, Co- 
bi)eration in Italy Avill be on firmer ground. 

1 Starling, page 
page 16. 

^ page 22. 

applies primarily to tlm r,0 per cent, living in the larger towus and Ininstrial area, 
The farmers have always had enough to eat, bat even they, as T can testify from personal 
eipcrience, may bo said to ho 'broken in spirit*, though notin body, by the huge casnaltios of 
he war and its disastrona issue. 
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6. On the 1st May 1921, there were in Germany 33,315 
^ . ,, agricultural societies,^ which are said to in •. 

Aohievcinen in snnany. gQ p^j, of its 2^ milliofl propric* 

(«) aeneral Pignrea. ^Qj.g_ Excludfeg tOWnS with a population of 

over 20,000, there is one society for every 1,175 inhabitants. Of 
urban societies there were at the end of 1920 over ] 2,000 and, as 
they have been rapidly increasing since, the total number of so- 
cieties in Germaiiy at present^ must he at least 47,000. Member- 
ship is difficult to calculate exactly. The agricultural societies 
claijn 3J million members,^ and 1,300 urban stores affiliated to a 
federation at Hamburg claim anoth(!r 2| millions. Total mem- 
bersliip may therefore be put at about 7 millions families, em- 
bracing between 25 and 30 million souls or about half the pre- 
sent population of Germany*. The importance of Co-oi)eration 
cannot therefore be disputed. 


In the town the 

(h) The Village Bank. 


co-operative store, and in the country tlic 
village hank is the most important type. 
The latter is still increasing more rapidly 


than any other form. After 60 years® experience Germany lie- 
lieves as firmly as ever in the village bank, and still regards it 
as tlie foundation of her agricultural co-o])erative system. Mo- 
rally and materially there could he no better foundation ; mate- 
rially, because credit is the basis of all business, and morally, be« 
cause in the village bank credit is based as much upon character 
as upon property. Moreover, the village bank is a school o1' busi- 
ness where the liumblest peasant may take his diploma. Kor is it 
necessary that only banking should be done. Agricultural re- 
quirements are commonly supplied, and members’ produce is 
often sold. In this way the village bank is liecoming more and 
more the bu.siuess centre of tlie village, and through its moral infiu- 
ence it contimies to uphold the l)est village traditions. No serious 
doubt is felt as to its future utility. Intensive production and 
the finest organisation arc Tieeded to solve the many economic pro- 
blems arising out of the war. Manures, machines, improved 
breeding, and first class seed arc more than ('ver needed. Heavy 
taxes, too, will liave to be paid. For all these things money is 
indispensable. A netAvork of village banks will therefore . be re- 
quired to supply the necessary credit. There is only one danger. 
The competition of district savings banks grows increasingly 
keen, and even the commercial banks are penetrating into the 


^ article in Das Q-enonsenschaftaMatt, .30th ./uly 1921. By the end of N jveinbcr 192 
agricultural Bocie'ics had increased to 34 , 77 , 3 . lo Inlia list year ^1920) there .were approxi 
mately 38,000 agricultural eocieties but mombcrsliip U much smaller than in G erinany. 

•June '921. At the end of .192.) the total number was 44,315. 

*See article in Die Qenoesenuchaftspresae , 3 5tli September 1921. 

* 60*4 millioDB according to the 1919 Census which however included teiritory subsequently I- 
ceded to Denmark. 

BThe iirst village bank was founded by KaifteisOD in IS63 

b2 
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Tillages, not to lend bnt to drain the country side of the money 
which industry needs. 


Supply and sale are done hy independent societies as well as 
, ^ , . 0,0 1)V village banks. These societies, numher- 

** Ses*" , ing over 4,000, form the second most impor- 
tant group of agricultural societies. They 
are an admirable example of the organisation that ])efore the 
war made G-erman agriculture the most efficient ijx the 
world. Some account of them will be found in Oliapter 
4, Belonging to the same category is the co-operative 
granary society Avhicli stores grain for sale, a type of society 
tliat had its birth in Germanv and whicli, if it could l)e estab- 
lished in the Punjab— the first experiment lias already been 
made — might be of tlie greatest benefit to the zemindar.' 


Creameries, of whicli there are about 3,000,® are the next 
most important class of society. They are 
-ro«inciie». described in this report, as at present 

they have little practical intcre.st for India, Moreover, the State 
control of milk and butter has made their position difficult, 
and for the moment tlu'y arc declining. The co-operatiAx; sale of 
milk On the other hand, though still in its infancy, is making 
progress and, as it is a problem that touches India closely, one or 
two typical milk societies are described in chapter 6. 


Over 7,000 rural so<>ieties are gregariously classed together 
as ‘ miscellaneous.’ Eloetricitv societies form 
the largest group, numbenng now over 3,000. 
They arc a remarkalile instance of the powei’ of necessity. If 
necessity is the mother of invention, it is both father and mother 
to Co-oj)eration. Over 1,700 societies have sprung up since the 
armistice. The shortage of coal and oil due to the Avar has 
made light as difficult a problem fis it Avas tAVO or three years ago 


in India. The scarcity of draught animals, their prohibitive 
price,s and high cost of maintenance have made the use of 


machinery more than ever de.sirable, and the evcr-i*i.sing wages 
have had the same effect. ■* Lenin at a i-occnt Congress spoke of 
the electrification of agriculture as the liest means of reconstruct- 
ing Russia.^ The process has already begun in Germany and in 
time may have far-reaching effects. It should be of special 


interest to the Punjab, Avhere an abundant supply of electricity 
will before very long be available, A brief description of the 
German society has therefore been given in Chapter 8. 


* Chai ter 5 

® On May 1st, 1921, there were 3,u46. 

"Last winter (1920-21) WAireg were 0 times as high as in 1914. 

* Report ofthB CommitUe to collect information in Ru 9 siat 1921 (page 67). 




Of urban societies the most important types are the Store, 


if) Urban Societies. 


the Craftsmen and ITouse-Biiilding societies 
and the Schulze-Delitzseh or small industrial' 


bank. The 1,300 Hamburg federation stores, with their 2f mil- 
lion members and a turnover last year (1919-20) of nearly 3,000 
million marks, bid fair to rival the English system from which 
they are directly derived.^ They are not described in tliis 
report as there was no time to study them. The other three 
types are described in Chapters 9, 10 and 11. Both Craftsmen 
and House-Building societies are rapidly increasing, the one 
because raw materials are scarce, the other ])ccause the liousing 
question is as acute iii Germany as in every otlicr country in 
Europe. The Schulze-Dclitzseh l)ank^ is still an important factor, 
hut the competition of the large (xmimci’cial hanks is an increas- 
ing danger and its future is therefore uncertain. It can still, 
however, lend at 1 or 2 i)er cent, clieapcr than its rivals, and the 
^smaller industries and lousinesses continue to regard it as a pro- 
tection against the monopolist tcnd(Uicios of the capitalist system 


The remaining 

(^) Lund Credit. 


subject that is treated in this report, so far 
as Germany is cooicerned, is the question of 
Ijand Mortgage. In this sphere Germany 


is admittedly ahead of every other nation. In England, if a 
landowner wislies to raise money hy mortgage, lie has to apply 
to his solicitor or hanker to lind a mortgagee. This may take 


time and interest will lie at 0 or G xier cent. In Germany there is a 
large number of mortgage banks, where witli the minimum of 
delay and expenditure a mortgage loan can he raised at 4 to 4i| 
per cent, which is substantially less than Avhat Government lias 
to pay for its lo£ins. India never did a Aviser thing than 
Avhen she liorroAved of Germany her system of village banks, but 
it miglit be (!veu Aviscr still to borrow her system of Land 
Credit. The subject is discussed in Chapter 7, in AAdiicli two 
characteristic Land Credit associations are described. 


7. The hulk of Germany’s 47,000 societies are grouped to- 
, gether for purposes of audit, control and or- 

National federations. 

gaiiization lu one or ot lior ol: lour national 
Eederations. The 1,300 Stores mentioned above belong to a Consum- 


ers Federation at Hamburg, and most of the other urban societies 
to a federation at Berlin called ‘ the German Federation of Co-op- 


erative Societies.®’ Similarly, nearly all agricultural 80 cietie.s belong 
either to the Imperial or to the Ilailfeisen Federation. Both 


*At the end o£ 1920 there were 2,413 co-op%rative storea. 

*So called becaneo the llrab banks of this type were foundetl in 1860 by Schulze of 
DelitzBch, who did for the town what Raiffeisen did for the country. 

May 1920 two important urbiu federations called, re-'peotivoly, the * Ale^emeiiier Vorband 
and the 'Hauptverband* mnalgamatcd to form the* Deu'seher Genusicnsc hafts- verband/ or Ger- 
man Federation of Co-operative Societies. At the end of the year the latter embraced 4118 sacietiOB , 
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have their headquarters at Berlin, and both are described in 
.Chapter 2. The Imperial Federation with nearly 22,000 societies 
is much the largest in Germany and probably the largest in the 
world. An interesting and encouraging sign of the times is the 
tendency of all four federations to draw closer together, and a joint 
committee has been set up for the purpose.’ 

8. Germany has 47,000 societies but, it may be asked, is the 
movement sound ? So far as the agricul- 
Soiindnes* of tie Move- tural movemcnt is concerned, which alone 
meat 111 Germany. stfidied in anv detail, the answer is 

unhesitatingly in the affirmative, and there are three facts which 
show this. Firstly a member of a co-operative society can borrow 
cheaper than anyone else. TJie commercial bank charges,? to 8 
per cent, the village bank only 4,| to 5 Secondly, in 1919 the 
deposits of cd-operative societies with central banks amounted to 
about 4,0005 million marks, and represented over 90 per cent, of 
the total liabilities of the latter. Tlvirdly, approximately tin* same 
amount has been invested in tlii’ dilVerent War Loans and, though 
this stock has fallen 20 points, the depreciation has in most cases 
been written ofl‘ ‘ in toto.’ There could bo no more impressive 
testimony to the financial stability of the German co-operative 
banking .system. '* 

Materially then German Co-operation is sound, but it must 
always be rcmemlicrcd that Itailfeisen, the founder of the agricul- 
tural movement, laid as much stress upon the moral as-upop the 
material aspects of Co-oi)eration. To him tlic l)a.sic principles of 
thrift, self-help and mutual help had almost the force of a go.spel. 
But, as happens with every new gospel, success dulled the edge 
of inspiration. As loiig as the peasantiy were thriftless, uneducat- 
ed and helpless, and a prey to the usurer, tlio moral appeal was 
clear. But in time tlioy hecarae tolerably educated and pros- 
perous, and the bonds of the usurer were l)rokcii. A vast 
organization was built up, in the midst of which the individual 
was in danger of being lost, and as hfisiness became more varied, 
commercial aspects grew more important. Then came war and its 
shattering defeat. To Co-operation this may be a blessing in 
disguise, for defeat is kindling a .spirit, Avhich could never, have 
arisen out of victory and which expresses all that is best in the 
German race. The* long uphill fight has begun again and it is 
this that invigorates. 

•'See paragriiph 26. 

*Now wortli nbout £20 millions. I t ia an interesting fact that these deposits have increased 
almost fan passu with the depreciation in the currency, Tl us in 1919 deposits were 11 times oa 
large as in 1014. ' . 

' ®This does not include urban secieties. 

^Cf. paragraph 16 (b\ 
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9. What has so far heeii said of Italy has poriiaps been more 
AohUTemont in Italy. (lisparaginf? than landatoiy. That is because 
c • Italv is weak whei'e Gcrmanv is strona;. Hof 
financial system and her general organization 
cannot be compared with the German. But in two fields her 
achievements are brilliant and beyond anything achieved 
elsewhere. The Co-operative Farm and the Labour society are 
now definitely established, and are even spreading across the 
Alps. They arc her great coiitrihution^ Co-oiieration, and 
in nothing is the deeply original geniire of her poojile more 
vividly displayed. Both are described in this rt'port. At 
present there seems to be no limit to the possibilities of 
tlio liaboiir society. There are aliout 2,500 of them in, the 
country. Masons, liricklayers, cement-workers, dockers, car- 
penters, day-labourers, carters and many otlier varieties of manual 
labour have organized themselves into societic.s to eliminate the 
contractor and undertake contracts themselves. In Itavenna the 


contractor is as extinct as the dodo, and yet, when T visited it, 
contracts for many million lire were being executed. Ileccntly 
a flotilla left Venice on a maiden voyage bound for Milan 
by a newly constructed waterway, and at the same time a 
similar expedition sailed from Milan to Venice. In both 
cases the enterjirise was co-operative. The half devastated 
area of the Piave is being rebuilt under co-operative auspices. 

* The v^ery porters at all the chief stations in Northern and Central 
Italy have formed co-operative societies to get rid of the inter- 
mediaiy contractor and deal with the railway dirject. That 
Labour cai\ be co-operatively organized can no longer be doubted. 
The more difficult (piestion nnnains whether co-ojieration can be 
ajiplied to industry. I’hc experiment is being tried and, if it 
succeeds, tlu' industrial cpiestion in Italy will be solved. 


' Tbe (io-operativ'c farms uumlicr al)out 500 and are at their 
„ best in the districts of Ravenna, Bergamo 

.Hliave tfbken root, and they are now spreading thronghbut the 
country. In the three districts named they have definitely 
emerged from the experimental stage, hut noany ditficnlties' 
remain, some of which would have been felt much more 


acutely in the past hut for the assistance of Government 
and the large profits made through the war. In two vil- 
lages near Ravenna I found hainlsome theatres being built 
mainly out of the profits of the local co-operativo farm. It 
is claimed that the Socialist farms, with their large undivided 
estates, in which all the produce is pooled, produce more per 
acre than estates individually owned ; hut the figures quoted in 
support of this would have to be carefully scrutinized before 
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they could be accepted. The aim, however, in the first instance 
was not to increase production, but in Lombardy to eliminate the 
middleman rent-collector-, and in Emilia to provide a remedy for 
unemployment. Both these objects have undoubtedly been 
attained,* and that is one reason why the societies are spreading. 
The other reason is that since the war the desire for independence 
has laid its hold upon all sorts and conditions of men. In the 
town this expresses itself in the enthusiiism for the Labour 
society, and in the country in the eagerness of the field 
labourer and the tenant farmer to join a Earm society which 
abolishes the rent-collector and, if the land is bought, the land- 
owner as well. This apY)lies more especially to the societies 
Avhich allow their members to eultiAate, and in some cases to 
OAvn their oavu plots of land. But it applies, too, though in a 
lessor degree, to the Socialist societies in Avhich all laud is culti- 
vated eoilectiA^ely, for tlio members of these societies are mostly 
field labourers, who prefer to Avork for a society Avliich they 
control than for a landlord or a contractor w^ho is entirely 
alien. 


There are five main branches of Co-operation in Itjuly. .The 
, . Labour society is perhaps the most imp oi’t- 

(c) MiaCCilatieou-^ Aen- i i i rm 

ttnllural Societiert, llOti tllC* . .l.llO 

co-operative Farms l:>eloug to what may ho 
called the agricultural branch, Avhich includes 1,500 Creameries 
and 1,0C0 Supply societies, the latter affiliated to a federation at 
Piacenza. Fifteen or twenty of these manufacture their own 
chemical manures. One T visited at NoA'ara turns out 0,000 tons 
of snper-])bos]jbate of lime every year. Another at llav(?nna i.s 
building a factory and expects to have an annual output of 16,000 
tons, l^he.se arc striking achievements to which there is no 
parallel in (hirmany. 

The third Inanch is that of tlie 2,750 Casso Rurali or village 
vii‘ ft 1 , banks, to which brief allusion has already 
ago 8. made. Gorged Avitb deposits, Avliieh 

there is no banking system to absorl), tlioy are in danger of dy- 
ing of the surfeit of prosperity Avhich in so many countries war 
has brought to the farmer. The Catholics, to whose organization 
most^ of those .societies belong, now talk of absorbing their sur- 
plus wealth in other co-operati\^e enterprises for wliich capital i.s 
required, and a bank® has been founded at Milan for the purpose. 
If this scheme .succeeds, the village bank may rev'i\''e.® 


^500 belong to the nential WotlomboTg organization, 

*Sco pavag-apli - 

^Cf, also paragraphs 19 and 21, 
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The remaining branches are the People’s Banks and the 
/ \ p » • « 1 , Stores. The former, which number about 
(e) People gOO, are to be found all over Northern and 

Oentrab Italy. In character and organization they resemble the 
Sohulze-Delitzsch Banks of Germany, and like the latter, though 
mainly urban, they do a considerable agricultural business. On 
the whole they have done remarkable work, but lack the cohesion 
of the German Banks, nor do they adhere unswervingly to co- 
operative principle. Luigi Luzzatti, their foundei’, said that a 
co-operative society should always be independent but never 
isolated. Isolation is their weakness, and in a bank it is a weak- 
ness which is almost a danger. An attempt to unite them in a 
large central bank at Milan failed. Sooner or later Urban 
Banks will be required in India. Two or three [irovinces have 
already made a .start. Cha|)ter 11 therdfore deals with tliem. 

Numerically the most important of the live branches is the 
Store or Consumers’ society. Unlike Eng- 
Store. laud and tTCrmany, tlu; movemeut lu Italy 

is as much rural as urban. The Catholic 
Societies indeed are principally rural. There are now over 6,000 
st()r(\s in the coujitry, of which prohal)ly less than lialf art' nrljaii. 
Most of these socit'ties are a product of tlu; war and a reaction 
against tin.' profiteer. I n Germany there are few village store.s. 
Local competition keeps the petty trader in chock, and tiicre are 
also political sympatlrics binding him to the ])easant projtrietor. 
In India the supremacy of the village Itania or shop-kee])e.r makes 
it more desirable to follow Italy than Germany. Some account 
therefore is given of tlio village .store in Chapter 12. 

10. In Germany the movement is lirmly I’ooted in tlu' soil 
c , . . and the futur(; can lx? regardal with con- 

ment !!. Italy. hdcncc. In Italy one is rerainded ot the 

‘ great image Avhose lirightness was e.vcellont ’ 
and wliose legs ^rere of iron, lint ahont whose feet there was 
a suspicion of clay. It is, however, too soon to judge. Eivo 
years hence it will he possible to separate the dross from the gold. 
MeanAvhile it must be admitted that the Italian in the Northern 
half of the peninsula lias a remarkable aptitude for local combi- 
nation, which is perhaps the moileru expre.ssion of the old in- 
stinct which made mediceval Italy famous tor its guilds and its 
innumerable city states. Tlic old fervour is there, and there is an 
exhileration of enthusiasm which I have not found, to quite the 
same extent, in any otlier country. 

11. This exhileration i.s the exhileration of battle. Some- 
rs « r*- thing has already been said of the rivalry 

Co-oper*tion and PoliticB, . x^ % 

/ V p-xu-v* a o • uctween Ocitiioiic Biiu oocitilist, TSycnly 

[a) Catholic aud Sccia- i. i i i x • r 

list 'm Italy. matcliecl in Parliament, each strives to 


‘ Tht receat elections (May 1921) gave the Socialists 123 seats and the Catholics 108. 


Soundness of the td'jvc- 
nicntin Italy, 
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outstrip the other in the country, and the Co-operative society is 
too often the pawn of the game. Politics and Co-operation are re- 
garded as inseparable. As a prominent Socialist co-operator said 
to the writer : — “ Politics are the breath of an Italian’s nostrils. 
He is political when he cats, he is political when he drinks and 
he is political when he co-operates.” Neutrality is therefore said 
to he impossible, and in any case the socialist would condemn it. 
“ All those,” he says, “ who hold aloof from the great questions 
of life and who would reduce it to the miserable level of a com- 
mercial business arc not true co-operators.”^ A highly placed 
official of tlie Catholic Federation, holding much the same view, 
remarked to the writer that it wiis inq^ossiljle to expect a Latin 
on joining a society to doff liis ideals like a coat. It may he that 
to a Latin neutrality is impossibh^. ff lie thinks at all, bethinks 
tilings out. So it comes that Catholic and Socialist in Italy have 
evolved complete schemes of life whicli arc unfortunately ii’recon- 
cilahle. Each side not only holds, hut preaches its view 
with ])assionatc conviction. Economic principles are translated 
into ideals, and ideals into dogmas which must lie applied at once. 
This can only he done by law orliy revolution. No true co-oper- 
ator desires violence. Tliercfore all seek political power in 
order to secure their ends. Ey political power, too, jiublic money 
can be obtained, and the more important the party the larger the 
dole.’ 


It must not he supposed, however, that the Avhole move- 
ment in Italy is given over to politics. 
The agricultural supply societies, many 
of the creameries, all the 


(b) Nintral Italian 
Societits, 


’s Banks 


and the 500 M'ollcmbourg village banks are .still neutral 
because for the most part they represent the peasant proprie- 
tor who cares nothing for politics and who, as one of their leaders 
remarked, does not let himself easily be caught by the throat. The 
' Sindicato Nazionale’, a federation to which about 2,000 mis- 
cellaneous societies are affiliated, also claims to be neutral. More- 


over, scattered up and down the country, are many societies that 
hesitate to join any Union or Eedcralion for fear of becoming 
involved in politics. I came across several of these on the lower 
slopes of the Alps, and as the Pre,sident of one of them said - “ Bread 
not politics is what we want.” But he Avas a simple hillman and 
very different from the man of the Lombard plain below. As a 
whole there can be no question that Co-operation in Italy is 
saturated wdth politics, and the best that can he said for it is that 


^ Leading article in Xa Co-o pc razions Italiana {XSth February 1921), which is the chief 
Journal of the Socialist co-oi)erative organization. 

• Cf, paragraph 49 (c). 
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political ties form a bond, and political ambition quickens interest 
and effort. If, too, politics are bad for Co-operation, Co-operation 
sometimes, though not always,^ acts as a moderating influence 
upon politics. 


Turning now to other couni;ries, we find opinion in France 
„„ „ , iniited, Init in England div'ided. At a con- 

fc) Otlicr Countries. t i t i x j. i 

gress held last year at Strasburg an OA’er- 
whelming majority voted in favour of neutrality,^ and the decision 
was ratified this ycai’ at a congress held at Lyons. But, at a 
congress held almost simultaneous! y“ at Scarborough, the pro- 
posal that tlie urban co-operative movement in England should 
forma political alliance with the Tjjxhour Party was only defeated 
by the narrow nnijority of four out of a total vote of over 3,368. 
In Irolaiid, with singular wisdom and restraint, ])olities iiave al- 
ways l)eon rigidly excluded, a fact iliat lias lieen tin; salvation of 
Co-operation in that unhappy island.* For years under the hene- 
ficient aegis of the Irish Agrieultura! Organization Soci<;ty, men 
of all shades of opinion have licen able to meet together in perfect 
amity. In Germany the discussion of politics and r(;ligion in a 
co-operative society is liarred by law, and tliougli lu'i-e and tlierc;, 
es|)ecially in the Stores, a political tendency is ohservalile, the 
movement as a wliole is strictly neutral ; and indeed it can afford 
to kceji out of iiolities, as 60 years ago RaitVeiseu discovei’ed and 
applied to agriculture the system that the Social Democrats of to- 
day are trying to apply to commerce and industry. The Presi- 
dent of the Imperial Federation, speaking witli vehemeni’c, re- 
marked to the Avriter that a society that took to politics Avas as 
good as lost, and there; can ho little doubt that, so far as India is 
concerned, he is right. 


Even in Italy most of the leading co-operators I met, 
including even the Socialist and the Catlio- 
Dangers of PoUticiii Con- admitted that the })olitical tie uras an 

evil though, as most added, a necessary evil. 
Luigi Luzzatti, it may ho mentioned, was entirely opposed to it. 
Like everything else it has its adA’^antages, hut the price jiaid is 
too great. In the first place it endangers unity, and unity is 


’t/I Co»vperazione Itdliano, for the lOfch Juno 1921 a fli-ojnd list of 27 on(:rage.s pom- 
mitted by ihc Fa^risti. the so-calUd imtiohal party, uffaicist Socriab\t Co-on.-jrative So^’ietifts Tho 
Hat iiichules 8 cases of fire, 4 of (leatraction and 15 of .•icri »ns dangers (devasta/lone), all perpet- 
rated in April or May. In one instat»co.tha outrage is dot^cribed, as d*:vastazi/^ue, ostraciamo 
baatonatura (beating) al Direttore** who was the manager of a Store, The name paper for tho 
8th July gives a fnrtber list of 50 similar ontrages. Ft should pcrlmps be added that a general 
election took place in May. 

’Tu September 1920, the voting was 2,396 to 20. 

3 May 1921. 

♦In the very few cases in which restraint has broken down, th.' societies concerned ‘have 
perished ignominiously ^inith Gordon, Co-operation i» Manp Lan.\ Vv liimo page 21 o. 
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the sine qua non of a co-operative society. Secondly, it is a fuMa- 
moiital principle of Co-oi)eration that it knows no distinction 
of colour, caste or creed. This is not compatible with jjolitical 
partisanship. Thirdly, where banking is concerned, oirce politics 
enter, a man’s view of the one will affect his judgment in the 
other. Finally, Avhere Co-operation and Polities go hand in hand 
one must be dominant. If it is politics, Co-operation loses her 
freedom. Kussia is the classic instance of this. If, on the other 
hand, it is Co-operation, the temptation to turn political power to 
doubtful ends may pro^'e irresistible. The future of Co-oj)era- 
tion was never brighter than it is at present, but tliei’e is a cloud 
on the horizon, no larger in some countries than a man’s hand. 
The political danger is iiidced the only serious danger that Co- 
operation has to fear.^ There can be no question tlien that India 
sliould follow Indand and Germany rather tlian Italy. 

12. If politics are Co-operation’s greatest danger, its great- 


Importance of Direct 
Sale to tlio Consumer. 


est problem is to span the gulf between 
producer and consumer. At ])resent their in- 


(a) Rival School, of ^t'rosfe clash. The producer -wants to sell at 
Tbonght. the highest price, tlie consumer to buy at 

the lowest. Some writers, emphasizing that 
all men are consumers, but not all jirodneers, hold that Co-opera- 
tion should be organized from top to toe for the benefit of the 
consumer.* This is the view of an important section in England 
and trf the Socialists in Italy, who say expressively— ‘il sovrauo, 
il dittatore deve essere il eonsumatore’ — the sovei-eign and the dic- 
tator should be the consumer.* The rival school of thought, de- 
claring that production precedes consumption, maintains tliat 
the interests of the produecr should not be subordinated to those of 
the consumer. This is naturally the point of view of the farmer. 

This is not the place to split a laiiee on eitlior side, and tlie 


* (i) Klimmation of tho 

Profiteer. 


controversy is only mentioned for its bearing 
upon the problem of the profiteer. It was 


stated earlier that more than anything else 
the profiteer and the .system lie represents arc responsible for 
the growth of Co-operation since the war ; and it might fairly he 
supposed from the rapidity of tliis groAvtb that Co-operation is a 
full and sufficient remedy against the evil. If Co-operation 
were fully developed, this worrtd certainly be the case ; but he- 
^ng in its infancy it is still no more than a partial remedy. 
To eliminate the profiteer, producer and consuiner must deal with 
each other direct. At present the profit-seeking middleman is 


' Even the Italian Socialist begins to for the CommuniBt now thro tteos to split 

the Socialist camp in two and is said to luvo already cap'iirod 2 of the 3 largest co-operative stores 
Id the coDirry— Co^operazione Itah'ana, 2nd December 192/. 

* llils point of view is admirably stated in Woolf's Co-operation and the Future of 
Ifduetrp. 

*Fcl5co Manfredi— t/ Morimenfo Co-operafivo, 
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always interposed, and his example compels the producer, evm~ 
when he is a Co-operator, to demand the highest price he can get^ 
And so, when he gets the chance, the producer turns profiteer as 
well. In Italy the Co-operative Farms have made as handsome 
a profit out of tlie war as any profiteer. In M tinicli a society of 
30 tailors recently declared a dividend of 90 ]ier cent, earned hy tlie 
prices they had charged for their suits.* Instances like these 
might he multiplied The fault lies not with Co-operation hut 
with the capitalist or profit seeking system, which still holds tlie 
field. Under this system evciything is determined hy the jungle 
law of supply and demand. If sujiply exceeds demand, prices 
are low ; if the reverse, pri(.-es arc high. It is because the war 
lias produced universal scarcity, comliined with an almost univer- 
sal deproeiation of currency, that prices have soared, and with the 
soaring of j)rices the profiteer stands out hloateiland unashamed. 
Under a co-operative system this would he impossihle, for the 
function of Co-oi)eration is not to earn profit but to perform a 
common service. Ultimately its aim is not to procure the highest 
price for the producer or the Imvest for the consumer, hut a Jair 
price for both. 

This, however, can only be done if, firstly, producer and 
consumer deal u'ith each otlior direct, and 
0 le emety. sccondlv, if au authority, at once impartial 
and represimtativo, can be created to determine in each case what 
is a fair price. This infinitely difiicult task iras attempted dur- 
ing the war by Government, but few now arc advocates of State 
control. Control, thereforf', if cojitrol there be, must bo co-opera- 
tivc, and means will have to be found to give it effect. In Ire- 
land a board already exivsts for the ])urpose, and it is the hope of 
co-operators in that. country that Ireland’s special contribution to 
Co-operation may be to show how producer and consumer can be 
-reconciled. Meanwhile, in Germany, Italy and Ireland, direct 
sale to the consumer is now in the forefront of the co-operative 
programme, and though not much has yet been achieved, a definite 
start has been made.* It must be some time before much can be 
done in India, as co-operative .sale there is still in its infancy. 
But when this is developed, the further .step should not be 
difficult, as producer and consumer both belong to the same 
organization, which sliould be able to arbitrate between them. 
This is a great advantage wliich, I believe, no otlior country in 
Europe enjoys, and it should be jealously guarded.* 

‘?ee paragraph 113 (ft). 

* Seo paragraph 61 where the subject is fnrthtT discusaeii. 

* paragraph 27. 
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13. No moTement is likely to develop successfully unless it 
\ has a clear idea of where it is going. In. 
• Aim* and Ideals Germany all energies at present are bent 

(tt) Oermany. upou reconstruction. But it is realized that 

the more democratic regime, which for 
better or for Avorse defeat ha.s brought Avith it, gives Co-operation 
a special opportunity ; and it is felt that in the new democratic 
Germany the co-operative society, Avhich has ahvays been essen- 
tially democratic, must become the corner-stone of the economic 
life of the country. Co-operation is regarded as a liappy com- 
promise bet.Aveen capitalism on the one hand and socialism on the 
other, as it secures to the individual his full economic liberty, 
which the other tAvo systems in greater or less degree restrict. 
Though there are 33,000 agricidtural .societies, this is not con- 
sidered sufficient. As a recent annual report says : — “ Only then 
will Co-operation attain its full life and power for good, when 
the signiiicaiua} of a common fellOAvship in co-operative Avork 
penetrates not only into every hamlet and A’illage, but also into 
the remotest cottage.”' 

In Germany aims are (?ss(?ntially practical, in Italy essen- 
. I tially ideal. The nentral societies, Avbich 

’’ ])erbap8 number one-tliird of the aa’IioIc, are 

bent only upon supplying the economic necessities of their 
memlx.'rs. The Socialist., on the other hand, has a clear cut 
scheme for ri'constructing the whole t'conomic world. Bitter- 
ly opposed to tlie ' Borghesia ’, as the middU? and projiertied 
classes are called, he d(;sires to form a ‘ nuova sociota,’ a nc'w 
social order, by nationalizing all the means of production, distri- 
bxAtion and exchange and bringing everything that cannot be 
nationalized under co-operatiA'e control, Tlie middle classes be 
W'ould displace, ('xeept so far as they arc prcjiared to serve 
socialist masters.-' Colleetivi.sra (not communism) is the ideal, and 
in greater or less degri'c the collectivist tendency is emphasized in 
every Socialist society. Thus the Labour society is oftim but an- 
other form of the Trade Union, and the equal distrihntion of woi'k 
counts for more than either tJie quantity or the quality of the 
output. In the Socialist Barm the collectivist form is preferred 
to tlie proprietary, Tliat is to .say, produce is pooled and mem- 
bers receive a share of the pool but no sliai’e in the land, which 
the society jealously guards for itself. Similarly the large store 
society is preferred to the small. At eveiy point individualism 
and private property are curtailed as they foster egoism, and ego- 
ism is regarded as the root of original sin. 

' Annual Report of the Impei ial Fedeiation, 1919. 

•H?o- operation lia.s become an integral part of the struggle Victweeu the exploiting capitaliatie 
class on the one side and the cxphRcd uage-earnera on the other ’•"Leadiuc: article, to, Co-opera* 
zione Jfaliana , 16th .Inly 1920. 
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To this the Catholic replies that, if the Socialist had his 
own way, the dictatorship of capital would only he replaced hy 
the dictatorship of the proletariat, and the egoism of the indivi- ■ 
dual by the egoism of the mass.' Socialist and Catholic are 
indeed diametrically opposed. The Socialist pi-eaches collectiv- 
ism, the Catholic individualism, tempere<l and purified by Co- 
operation. The Socialist’s’ ideal is the collectivist form, the 
Catholic’s the peasant proprietor. Working with human initure 
instead of against it, the Catholic would give as many as possible, 
hoAvever humble, a stake in the land, believing with Aristotle that 
pi*operty and good citizenship go hand in hand.^ “ We wish, ” 
said a hading Catholic co-operator, “ to secure to the individual 
members of our societies and to their organisations the fullest 
elasticity and liberty of action, believing that individual interests 
will bo snfiu icntly restricted by the bond of solidarity, which comes 
from the applie*ation of oiir fundamental princii^le ‘ each for all 
aiid all for eaclx.’ ” He weiit on to add, in words that Itaitfcison 
himself might have used, that as Christian charity is the basis of 
Co-operation, its moral as])ects must be empbasized, or it would 
fail in its purpose.® It is freely said by critics that confcssioiml 
as n ell as moral aspects are emphasized, and it is certainly the case 
that only good Catbolics arc admitted to village banks.^ A non- 
Ctitliolic may question the wisdom of this policy, which however 
only applies to village banks ; but it is impossibie for a Cbristian 
not to sympathize with the emphasis that a Catholic lays on 
Chri.stian fellowship and moral obligation. Similarly, ho-wever 
little one may believe in the Socialist’s utopia of collectivism, it 
is equally impossible not to admire the earnestness of his i)urpose 
and tlie enthusiasm of his hopes. The real matter for regret is 
that both sides are jtpt to. forget the old co-operative motto — “ In 
things cs.scntial unity, in tilings doubtful liberty, and in all tilings 
charity,” 

* Co-opfraziont Poj)olaT<ft tlie letuVmg C’o-operfttivo Joiiriinl. 

* See Politica IV 6 — **Whon the claes of husbandmen and of those who poseeas 
moderate fortunes have the supreme power, the Government ia admiuUterod according to law 
(J owett’s trantiiation ), 

Soecoh of the President of the National Federation of Consmnors Societies at the* last 
annual congress held at Bologna. 

* The Socialist equivalent is that ordinarily a member of a Labour Society must be a 
Trade Vnionist. 
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CHAPTER I.-The ViUage Bank. 

For India the supreme interest of Co-operation in Germany 

impo.tanoe of Qemai. In Countries 

System. it IS tlic dominating co-operative type. In 

India indeed, where agricultural credit 
societies form nearly 90 per cent, of tile whole, it is still the only 
type of importance. By village banks therefore must Co- 
operation in India be judged, and no better sfcindard could be ap- 
plied than the standard of Germany, which is the birthplace of 
the village bank and the country of its greatest development. 
Everyone who knows anything at all of agricultural Co-opera- 
tion is familiar with the main features of the system, namely, 
unlimiti'd liability, an area restricted to a village or two, small 
shares, limited dividends or no dividends at all, indivisible reserve, 
loans to members only, low rates of interest and honorary manage- 
ment controlled liy the general assembly of TntunbtM-s, each ^of 
whom has one vote and no more. In detail one country or pro- 
vince may vary from another, but tlio ground priiieiples arc 
everywhere the same, and Avhcrevei' they are found and how- 
ever they appear to be derived, their ultimate origin is Germanv 
and their sponsor Baiffoisen. Accordingly the German system 
deserves the closest study, and no study is likely to he ’more 
fruitful, as Germany has a longer and wider (*xperience of rural 
co-operative credit tlian any other country in, the Avorld. 


2, This experience extends over nearly 60 yciirs, foj‘ the 
„ . , hrst village bank of the n resent tvnn woo 

Frogreas zii tJermany and i i i'^ t ty |)L waS 

India. lounded by iiailreisen as long ago as 1862 ‘ 

with about If million members.* But for recent loss of territory 
the number of societies would have been over 20,000. In India 
progress lias been even more rapid. In fifteen vears about 
42,000 societies have been formed with nearly 1,400,000 members 
Indians Avho arc inclined to think that the pace has been too 
slow would do well to consider this. Development has in fact 
been so fast that it might be supposed that quality has been 
sacrificed to quantity. It may therefore be said at once that so 
far at least as the Punjab is concerned (I have no personal ex- 
perience of any other province), the foundations of our system 
have been well and truly laid. In one or two respects indeed 
the Punjab holds if anydihing more clpsely to the pure gospel of 

* At Auhniwa.— C. K, Fay, Ce-optratioa at Some aied Abroad, pagei 20 ^nl^ 49 


•Bytba end of Novomberl92l the nnaibor of eocietieshad kicressed 
aneaos that there muat now be nearly two million membmre. ~ 


to 13,091, wbioh 
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Raiffeisen’s teaching than does Germany herself.’ Credit is more 
personal, management more entirely honorary, general meetings 
more frequent and corpoi*ate spirit stronger. In many rcvspects, 
however, such as punctuality of dealing, fluidity of money and 
general banking facilities it would he impossible to ehallengc 
comparison, 

3. Considering the great development of village banks in 

The Viiuge Pank in oti«.r eiicouraging to find that in Ger- 

Countries. many the village bank, or “the Savi]igs 

and Loans Bank ” as it is called, is still re- 
garded as the basis of tlu; whole rural co-operative fabric. In 
the Ust two years (1919-20) 1,763 have been opened. In Irehind 
on the other hand little is ex[)ectcd of their future and not many 
more than 100 remain. In France, too, rural credit societies 
are said to be ^of secondary importance and to have no real life 
of their own. “ In Italy the movement is stronger, and her 
-,750 Ojisse llurali or village banks are still an important 
braiKjh ol: the^ co-operative movinnent, Init they are definitely a 
branch, and lor the most part a branch that is not putting forth 
any vigorous shoots. 

4. Both in Irelainl and in Italy the war with its high 

Rural Prosperity. pi’icos litts loft the cultivator of the soil "so 

pi'osperous that he no longer needs to 
borrow. In Germany, too, the peasant jirojirietor is better off 
than ho has over been hetore, but his present wealth is to a large 
extent illusory, for iiot only does it consist entirely of paper iu- 
sto.'Ml 01 gold, but it has been won at the expense of t he land 
wmoh tor five or six years lias been virtually starved. Manures, 
cattle, machines, all the accessories in tact of .scientific agriculture, 
have till recently been unprocurable except in the most limited 
quantities. Now that it is possible orieo more to purchase them, 
tJiough only at almost prohibitive prices, a large ])ortion of the 
new made wealth will be re-absorhed into the land. The flood of 
deposits then will ohb and the demand for loans i*evive. The 
tide indewl is already turning. 

5. In any case the village hank would still he needed, for 
Importance of the viiiaga R ’S iiot Only a Credit Society but also a 

Bank in Qermany. savings hank, and thanks to a co-operative 

. . ^8'nking system which is unrivalled, there is 

almost no limit to the volume of deposits that can be absorbed, 
Germany believes, too, that the village hank is the best founda- 
^ rural co-operative system, and that far bettor than any 
otner form of society it teaches its members the elements of 

ite popuiaTion of 7 o: 686 : 024 ^ 

• See Rothteld^^/mpr^eisians of th^ Co-optroJtion Mocemenl in France and Italff (1920). 
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cO'OperatiTe pnnciple and practice. This view will I think 
be endorsed in India, and indeed for a people ridden by debt 
illiterate and untrained to business there is no school to be 
compared with the village bank. Everything therefore should be 
done to secure it as a permanent asset to the village. 

6, The weakness of our societies in the Punjab is that they 
importapc*ofD.po.its. *0® one-sidcd. They tend to regard the 
I. IX. of loans as their sole function, and 

to forget that a bank should draw deposits as well as lend. The 
danger of this is that, wlicn debt is cleared and members are 
prosperous, as is now the case in some of the older societies, there 
is little left for the society to do. It is a strength of the German 
system tiiat the village banks both lend and receive. But this 
postulates a central banking system so well organised tliat money 
can pa.ss readily from any area which has Wmuch to any area 
which lias too little, oi from one branch ot the movement to 
another. Ibis has been Ircely done in Germanv to the oroat 
advantage of the many large agricultural wholesale socii'ties and 
is in sharp contrast to Italy, where progress has recently been 
broughtto a partial .standstill through lack of capital. ‘ Kural 
capital is probably no scarcer in Italy than it is in Germany 
but the necessary organi.sa(ion to attract and distribute it Is 
lacking. An Italian writer, speaking of the accumulation of 
deposits in the Casse Eurali, remarks' that before the war they 
sutl'ered from anemia and now they suffer from dropsy For 
both diseases the best remedy is a good central hank. In India 
though the rural co-operative banking system is more develonod 
than in Italy, it is still far behind the German system a,s will be 
seen later. Tliereis, too, the iwldecl difficultv that hoardiug rather 
than depositing is the haliit of the country.* 


7. Before the growth of co-operative societies the idea of 
Savings DtpwUi. depositing w'-as almost as unfamiliar to the 
’ Gerimn peasant proprietor as it is to-day to 
the Indian cultivator. Yet now in Germany deposits run into 
milliards of marks. In the old days much was done bv systema- 
tic effort to attract small savings deposits. In BavW school 
children, 11 or 12 years old, used to be sent round on Sunday 
singly or in pairs to collect in a definite area. In this way at the 
end of the year a man might find £10 or £lo to his credit As the 
system was not very remunerative to the bank the deposit did not 
begin to bear interest till the first of the following month or quar- 
ter. When the war broke out the system had to be discontinued 


» In an article in Co-oparaziont Popuhre^ln 19i9. the denowte of the 2 7150 
•moanted to 289 mUlion lire or al^out m,Uion®* In the eame year ia Germans Si r 
bank had ^620 mllUont (oy«r 4,0C0 roiilion marka) in deposit from aboti 18 OW ??lhge*£iiki ^ ^ 
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And now, as societies are prepared to take deposits of any 
sum from a penny upwards, there is no great need for it. More* 
•ovef Since the war deposits have been almost embarrassingly large. 

8. In 60 years there is no case of a depositor having lost 

- , . , _ his money. There is in fact no safer invest- 

i8gc sinks. *'***’ • “ » • jjjgjit tj^an a deposit with a good village 

bank. At the outbreak of tlie war, when 
East Prussia was invaded, there were long queues of peoj)le in 
the East Prussian towns waiting outside the commercial banks 
to withdraw' their money. In the village banks on the other 
hand deposits actually increased, many people bringitig their 
money there for security. The same thing occurred in tlie wars 
of 1806 and 1870.* The reason for this lies in the greater confi- 
dence inspired by an organisation which belongs to the members 
themselves and which is bone of their hcftie and flesh of their 
flesh. 

9. It has sometimes been doubted w'hethcr a village bank 

„ , should undertake anvthing but hanking. 

Combma'ion of . , . , * i i® j • i • 

ing and Snpidy. Jtaiuoisen Jjimselt continnj)latfca a single socie- 

ty being maid of all work, and broadly speak- 
ing, with obvious limitations, this is (he view that is now' general- 
ly held. This is especially true of Ireland where the future is 
thought to lie with the General Purposes Society, the object of 
which is to undertake any co-operative activity required by the 
village.* In Germany, though there are many separate supply soci- 
eties,® most of the village banks supply their members’ agricul- 
tural requirements and to some extent also their household re- 
quirements. In Italy, too, mucli supply w'Ork is done. For business 
purposes separate societies are doubtless an advantage, but in 
small villages they are difllcultto organise, md certainly more 
■expensive to run. Opinion is in fact agreod that in the small 
village it is impossible to keep banking and trading apart. In 
Bavaria and in' the province of Saxony this principle is carried 
.80 far that few separate supply societies exist there at all. 

10. In Bavaria it is the expressed aim of the largest 
local Union that w'hen a competent coin- 
^^CoroWnfttion of Hanking mitt.ee IS available the village bank should 

do everything. Some even run elevators. 
In Saxony, too, co-operative sale is often undertaken. In 
1918 for instance 730 societies sold produce, mainly potatoes. 


' Wolff, P^opWs Banks^ 

* pftrogiAph 152. 

« In 89 per cent, of 4»430 eocietici; affiliated to the Raiffeisen Federation did this. 

o2 
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to the value of 8 million marks. As a whole, hoTi^ver, co-opera- 
tive sale is far less developed than supply. In Italy it is hardly 
done at all. For the ordinary village society the difficulties of 
uncertain and distant markets are too formidable, and serious los- 
ses ar^ easily incurred. A way to avoid the latter is for the village 
hank to act only as a collecting agency for the provincial Agri* 
cultural Wholesale Society (or Central Bank) which sells the 
goods. This is freely done in Bavaria and to a lesser extent along the 
Rhine. In India hanking and supply cannot lie kept apart, as villages 
are too small and the literate too few for separate societies, hut the 
sale of produce should not I think be undertaken as long as there are 
no wholesale societies to assist. Sale is far more difficult than 
supply, and the two together added to hanking would place too 
great a strain upon *1110 average local oomniittee, a difficulty that 
is beginning to he felt even in Bavaria. 


11. In view of all that has been written on the sxdjject it 
may seem snperfluous to describe a German 
village hank, l)ut to anyone who lias in- 
village hanks in India, there is nothing 
tlian a visit to one of those societies in the 
country of their birth, and as few in India can hope for this 
j)rivilege the following aceonnt may jxerhaps l)e of interest. 


Dolsdorf Village Bank. 

spected scores of 
more .stimulating 


BuLsdorf is a. prosperous village situated in the open and 
gently imdulating country round Bonn, a town Avhicli stands on 
the Rhine. In its orchard.s and vegetable gardens it recalls 
the neighbourhood of Amritsar and Jullnndur The average 
holding is small, varying for the most part from 2 to .5 acres. 
When fruit and vegetables are cnltivated 1.-*^ acres are said to 
he sufficient i'or a man and liis family, otherwise 10 to 12 acre,s 
arc required. This is not very different from the central Piinjah, 
hut the standard of living in the German village is much 
higher than that in the Indian. If, in spite of this, approxi- 
mately the same area will support tlie family of a German and 
of a Punjabi, it is because the German gets more out of his 
land. This he docs, not because he works harder — no one could 
work harder than a .Tullundur Arain — but because his resources 
are greater. And that is where he owes so great a debt to his 
society. 

The latter was started 24 years ago and now has 210 
members. £1,600 has been advanced on loan 
and £2,500 received in deposits. Most village 
hanks after the war had a surplus of this kind owing to the high 
prices on the one side and the^difficulty of purchase on the other. 
,In this case the humblest deposits, even pence, have been accep- 
ed. 10 per cent, of the members have cash credit accounts, a 
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great conyenience, the use of which will be discussed later.^ Most 
loans are secured by sureties, but when money is required for 
6 or 10 years^a mortgage will be taken up to 50 per cent, of the 
value of the property concerned, or, if the borrower is unusually 
reliable, as much as 75 per cent, will bo advanced. In 24 years 
no mortgage has had to be foreclosed or defaulter sued. 


The society has its own hulling machine and flour mill, 
- both driven by electricity. TJio one cost 

w M«eh.nc». ^250 and the other £100. ‘ In 1919, 80 tons* 

of flom* were turned out by the mill. There are a dozen- other 
machines which members can hire, and that is one reason why 
the land is so productive and a high standard of living cfin bo 
maintained. The President confessed that these machines after 
use are often left out in the fields instead of being returned. 
When damage is done the member at faidt; has to pay unless 
it is slight. 

An unexpected asset of the society was a weighbridge, which 
, . . . has been .setup at a cost of £200 to counter 

(c ojij.ruge. the guile of the traders of a neighbouring 

market whose weighments, it seems, w'cre no more above susiiicion 
than those of an Indian bazar. Any memlier now, before taking 
his produce to market, can have his cart weighed for a penny. 
A non-meml»er pays a penny halfpenny. In either case the 
weighman gets a iarthiug. The machine itself records the weight 
on a ticket which is slipped into a slot. In consequence the 
weight cannot b(> disputed, for, as the Pi*e.sident said, a nuM3hine 
does not lie. Ihe carter takes tlie ticket with him to market,, 
and the weight recorded on it is said to bo never questioned. 
In 1919, 3,711 carts were Aveighed Avhich shows that the system 
is appreciated. I have described it in detail as false .Aveights 
are the curse of petty trade in India. 

As is sO often the cas(; in India, the succe.ss of this society 

«ivihePreBide«t. is largely due to the character of its pre‘- 

sident, who was perhaps the most striking 
of the many presidents I had the good fortune to meet in Ger- 
many. He recalled the best type of our peasant proprietors. 
Past his prime, he AV'as still energetic, intelligent and capable, 
with a vein of humour, and, if his face Avas any guide, absolutely 
straiglit. He has been president for 24 years and has spent 
his Avhole life cultivating his 100 acres of land. Pour out of 


> Paragraph 17 (i). 

* 1 Lis is ordinarily the insiimiim poriod for loans. 
^ About 2,200 maundi. 
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, liis five sons, he said, have been brought up to do the same, and 
to work, as he has always done himself, from dawn till sunset. 
The fifth, another point to recall India, has gone to Bonn to 
become a lawyer. 

12. . The Duisdorf society illustrates an important point of 

Mott secorit difference between German and Indian 

ot gage econ y. practice, namely, the use of mortgage securi- 

ty. Both in India and in Germany the primary security for a 
loan is the character of the borrower, but to guard against the 
vagarjes of temperament and the accidents of fortune some form 
of collateral security is usually taken as well. In India almost 
exclusively, and also to a i>revailiiig extent in Germany, the 
security taken is tliat of the surety. In parts of Germany, 
however, notably in the Rhine Province and in Bavaria, a mort- 
gage is often taken instead. This must iiot he confused with 
the ordinary long term mortgage loan, for which the sole securi- 
ty is the land mortgaged. I came across a large village bank 
which undertook this class of business as well, but that is rare, 
nor is it necessary as many special banks exist for the purpose. 
Employed as a collateral security a mortgage may often be a 
great cojivenience, especially in industrial areas where common 
ties are w^eak and sureties not always easy to find. Many societies, 
too, arc apt to think their loans safer when definitely secured upon 
the land. 


I am informed by one' who knew and worked with Raif- 
feisen that he was not opposed to tlio use of mortgage as a col- 
lateral security. At the same lime it must be remembered that 
the foundation of his credit system is character, and it is, I 
think, inevitable that, when this form of security is common, 
more regard will be paid to the property than to the character 
of the borrow’cr, and in time the man with property will be 
preferred to the man without it. By those w'ho defend the use 
of mortgage security it is claimed that both property and cha- 
racter are equally regarded, but in several societies that I saw 
I did not find this to be the case. The Secretary of one import- 
ant Raiffeisen Union went so far as to say that there can be no 
rural credit without immovable property, and that is why in 
Germany there are no rural credit societies for people who have 
no land.* In the Punjab believing that character is the 
ultimate basis of credit we have started over 100 societies for 
village menials who have no land, and many of them have 
undoubtedly justified the experiment. The president of the 

\Dr, Mavenstoin, President of the Onion at Bonn. 

• r/. Hnsriia, where agricultnral labonreri are not members of credit societies as the 
articles of association forbi'l adrances to members who hare no iiumoreable proper ty-»«»Babnolf, 
Thi Cc-op€ratif>$ Movement in Museia, 
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Duisdorf society put the point forcibly when he said — “ My 
hair now is grey, and though * I have >. either education nor 
learning I can speak with the experience of many years. Cha- 
racter is the thing that matters more, far more than anything 
else. ” It was Raiffeisen’s application of this fundamental truth 
to rural banking that is his great contribution to economic pro- 
gress, and nothing should be done to make it less effective, In 
Germany no doubt, in giving a loan, character is always an im- 
portant consideration, but anyone who has worked much in 
India knows how strong the temptation is to consider ‘ Haisiyat 
material assets, rather than character. Moreover, in a country 
like Germany, where default is rare, it is not a serious objection 
to mortgage security than it is difficult lo liquidate. But in 
India where default is common it might well prove a great 
embarrassment. India will therefore be well advised not to 
adopt tliiw feature of the German system. 

13 In Germany, as in India, it is a general principle that 
„ . not a penny may be lent without securi- 

ty. To this rule the province ot Saxony 
is a partial exception, but as ■will be seen later conditions 
there arc special. In Italy security is either not taken at all 
or only for loans above a fixed amount. Jroland, on the 
other iiand, follows Germany. The commonest form of .security 
is the surety. One good surety is sufficient, hut t'wo are con- 
sidered better as one may die. In Saxony, as in the Punjab, 
Only members are accepted as sureties, but elsewhere in Ger- 
many there appears to be no objeetion to the non-memhor 
surety, provided he belongs to the same village and is ^vell- 
knoAvn.* Besides personal and mortgage security, .scrip and in- 
surance policies Avill also be accepted, but much less frequently 
than in the other two cases. 


It. In India the oldest A'illage hank is only 14 or 15 years 
Rtiiinrs ?• Germany there are .societies that 

haA'c kept their jubilee. One of these founded 
in 1869 I saw at Buller, a small village in the u])land country of 
the Bliinelaiid overlooking the beautiful wooded valley of the 
Ahr. In 51 years it has only had two pre.sidents, father and son, 
and two” Secretaries. The present Secretary, Avhohas been so for 
40 years, is a good type of peasant proprietor. Ho gave me most 
of the following particulars which I repeat as they illustrate a 
number of small points connected with the working of village 
banks. 


» Pmgmph 16. . . t 

■ Under the model bye-law of the Baiffeitcn Federation members of committee and the 
Secretary may only act as fureties with the panction of the Board of Superviaioa. 

* The Secretary ia always Treasurer as well and give^ securivy. 
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The society was started to eoanteraet the influence of the Jew® 
, . _ w ho used -to sell cattle to the villaffers at 

extortionate prices. Promissory notes would 
he taken instead of cash to get the people into their clutches, a 
device .sufficiently familiar to the Punjab. Another device, by 
which cattle could be fattened for nothing, was to sell them when 
in bad condition to an impoverished cultivator and then a year or 
tw'o later, when the latter could not pay his debt.s, to have them 
attached for default. Or wdicn land had to be auctioned, tlie 
moneylender would step in as auctioneer and take 5 or 10 per cent, 
of the price. These methods were common enough in tlie old days, 
but Co-operation lias killed them just as now in India it is slowly 
but surely doing the same. 

The .society has 1 tS members ivlio cxciopt for a fcAv artisans are 
„. all small proprietors, for the most part culti- 

vating on their 10 or 12-acre lioldings wheat, 
potatoes, oats and rye. Each member takes a share of 100 marks,' 
and as liability is unlimited only one share may. be taken. The 
value of the share before the w’ar was higher than what Raiffeisen 
and his Federation would have a[)])rovcd. This society, lunvcver,. 
belongs to the rival Imperial Federation which has ahvays been 
ill favour of suhsfantiaF shares. This is oni' of the minor points 
of difference between, the two Federations of which more wall be 
said in the next chaj)tcr. 

Loans are made at the moderate rate of per cent. This or 
(c) Loam ^ 1’^' ccnt. is the usual rate for village banks 

throughout Germany. A few will charge as 
little as t per cent., a few more as much as 5.^ per cent,, but these 
are outside rates. Bates have not changed much since the move- 
ment started. In 1879 for instance the average rate was not more 
tliaii 6'^ ])er cent. Now tliat money is dear it may be necessary 
to raise them again*. Meanw'hile a meinher of a village hank 
can easily liorrow at 1| to 2 per cent, cheaper than Government 
and at nearly 3 per cent, cheaper than if he dealt with a commer- 
-cial bank. Loans in Germany tend to be substantially larger than, 
in the Pimjah. I'o guard against excessive advances, the maxi- 
mum amounts that may be given to a single member by the 


' Wiirtli £5 before the war, now lO sbUimg?. 

^ Before the war the Baiffesen Federation credit eocictics mostly had shares of only 10 or 
20 marks (10 or 20 shillines). Now. owingr to the depreciation of the mark, shares of 50 to 100 
marks are recommended. For their societirs the Imperial Federation recommends shares of 300 
to 600 marks. 

As a resolt of smill shares rhe propor'ioii of owned to borrowed capital is very low. In 
1020 for 15,658 banks it was leas than 3 per cent, (total liabilities were 7,362 million marks, 
shares and reserre 184 milUcns). But it most be remembered that members* deposits form Ihe 
bulk of the amonnt borrowed and that no money 'lies ’ better, 

* This is already bein^ done in the Province of Saxony where the ma.ximnm rate is now 6 
per cent. 
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committee without the sanction of the Boai'd of Supervision, and by. 
tlie latter without the sanction of the General Assembly are fixed 
once a year in general meeting. These limits vary much from 
society to society. In one hank I visited the committee’s limit 
was £100, in another only £7 : 10. 

Buller Society has £3,000 of deposits.’ For this it pays from 

(rf) Deposit Rates. according tis the money is 

at call or on deposit tor a fixed period. It 
is considered quite safe in Germany to give a high rate for a 
deposit at call, for it is usually found to he good “ lying ” money. 
This lias doubtless heljied to popidarisc the habit of depositing, 
and might he tried in our better class village lianks with the pro- 
viso, which all Englisli banks make but hardly ever enforce, that 
if necessary 11 days’ notice must bo given. There are, I tliink, 
many cidtivators who might lie persuaded to deposit at call, but 
who could never lie inducixl to deposit for six months or a year.^ 

Faying for deposits at 8| per cent, and lending at per 
(.) of Rate. Very narrow margin for expen- 

st‘s. This is cliaracteristio of all German 
village banks and in mark(‘d contrast to tlie common Indian 
margin of 3 or 4 per cent. The latter, however, often serves the 
important doulile purjicse of Imilding up a strong reserve and. 
rapidly making a society financially independent. Italy and 
Ireland stand midway lietween the two countries, about 1 per ' 
cent, being jiaid for deposits and 63 per cent, for loans.® Ii\ Ger- 
many a narrow' margin has bi-en adopted, partly in the interests 
of meinbeivs and partly to meet the keen comiietition of tin; local 
district savings banks, but now a minimum margin of 1 to l-J- 
per cent, is recommended, not only to cover the rise in tlie cost 
of management due to the w ar, but also to enable societies to 
strengthen their reserves against the uncertainties of the f uture. 


In 40 years no one in Buller Society has been expelled, 
(/) Defaulter. deffiultcr had to be sued. This 

illustrates the greatest difference between 
German and Indian pi’aetice. G’bc gravest defect in our Indian 
societies is the number of defaulters. In Germany default on a 
serious scale is rare, and though I saw' 15 village hanks chosen 
at random, I came across no case at all resembling in this 
respect our 0 and D societies. This partly explains why 
German village hanks can wmrk upon so much narrower a margin 


* 600,000 marlis. 

*Mr. H. \V, Wolff htates (Co-operation in India^'^ngo 158) that after studying Savings Banks 
»t home and abroad he found that ‘ the most snccessful were those wliich, whoiher bargaining for 
notice or not, as o matter of foot paid without notice or cutting it as short as could be. * 

’*ln Italy when eccietics have to work on loans (not deposits) members may be charged a»- 
much as 8 or 8| per cent. 
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•of profit than Indian. As long as the standard of repayment 
in India continues low this difference must continue ; and, what 
is more serious, India cannot possibly hope to rival the achieve- 
ments of Germany in the other fields of Co-operation, for punctu- 
ality of repayment lies at the root of modern business. 

It only ren.ains to add in regard to Buller that in 1919 the 
, . „ , ,, . Committee met four times, the Board of Su- 

(») lentro i etting*. pervisiou twicc aud the General Assembly 

once. This is below the average. The committee of a village bank 
will generally meet at least once a month, the board of supervision 
once a quarter and the General Assembly once or twice a year. 
In Buller interest is slackening as the society is less needed than 
it was. At the first general meeting held in 1869 a resolution 
was passed that menibers absent from a general meeting without 
excuse should pay a fine of three pence. An appreciable number 
of societies have a rule of this kind and some are even said to 
enforce it. But in this case, as probably in most, the rule never 
went beyond a threat. Some societies attract members to their 
general meetings by j)roviding refreshment or holding lotteries 
in which the prizes are agricultural implements, a rake, a hoe, 
and the like. The latter were very popular in the Rhineland 
before the war, and in one society I saw £750 laid been spent 
in this way. But so much has been lost over tlie War Loans 
that they have had to be given up. 

As a Avhole I received the impression that in' Germany the 
general meeting plays a less important part than in the? Punjab 
where half a dozen meetings a year arc not uncommon. Tliis is 
one of the points in which perhaps we stand nearer Raiffeisen 
and bis teaching than the Germans themselves, and it is 
matter fer congratulation, as there is no better way of infusing 
the co-operative spirit than by frequent general meetings. It 
is an advantage to the Punjab tliat societies there are much smaller 
than in Germany. The average membership in the two cases 
is respectively 27 and 99,' and it is obviously easier to get 27 
members together than nearly 100. In India the absence of 
a board of supervision, which every German society has 
under law, makes a close control by the General Assembly 
indispensable. 


Woman's Right to voto. 


15. Women are now allowed to vote at general meetings, 
hut this is a comparatively recent innovation. 
The old German ideal which taught woman 
to care only for children, kitchen, church and Kaiser has had to 
be modified. During the war, when almost the whole manhood 
•of the country was mobilized, many societies were only kept 


^ In 193K), 15653 villaga bankfl (for which figares are avaiUbie) had 1550757 members. 
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going by women, and the work was often so ^vell done tliat many 
have been retained as secretaries. It is therefore impossible any 
longer to exclude them from general meetings, and even the 
conservative Raiffeisen Federation has been obliged to concede 
the vote. It will doubtless be some time before India can follow 
this example, but it is significant that the latest report for the 
Pimjab speaks of a society of peasant proprietors which has a 
widow for its president. 

16. The foundation of Raiffeisen’s edifice was unlimited 
liability, a principle that has been abnnst 
Li»whty Socie vinivcrsally followcd wherever co-operative 
(fl) I'omeMn a and SMony. village banks have been started. In Italy 
for instance less than 100 societies have limited liability. In two 
provinces of Prussia, however, Pomerania and Saxony, limited lia- 
bility lias been adopted. The main reason for this is the pre- 
sence in these two provinces of the landlord.' On tJie one side 
the landlord is unwilling to pledge all bis property because he has 
so much, and on the other the peasant proprietor is equally 
reluctant, fearing that the default of one or tw'o landlords 
may involve him in the loss of everything. If both are 
to 'join together in one society limited lialiility may he 
necessary. Dr. Rahe, a well-known authority in Saxony, 
considers that the difference between the two forms of lia- 
bility is mainly theoretical. At Berlin, authority was un- 
animously in favour of unlimited liability. At the same time it 
had no definite fault to find wdth the societies of Pomerania and 
Saxony. My own impression, formed from a brief visit to 
Saxony, is that, though special circumstances may render limited 
liability necessary, it is less favourable to the Co-operative sj)irit. 
Large 'rather than small areas are the tcmdency, and that means 
a less corporate spirit and heavier Avork for the management. 
The result of the one will he poorly attended general meetings 
and of the other paid instead of honorary work. The landlord too 
needing Co-operation less than the peasant proprietor, will prob- 
ably take less interest in the society. Broadly speaking, it may, I 
think, be said that the material aspects of Co-operation tend to 
receive more attention than the moral. A good example of this is 
the very nu-co-operative habit of charging compound interest 
wliich I did not come across anywhere else in village banks. 


Financially, the weakness of limited liability has been 
brought out by the heavy depreciation in 
Their fla»nci*i securities. Large contributions 

to the different war loans have been made 


by village banks. The losses on this now run into several hundred 


^ In Saxony in 1907. 69 per eent. of the caltivated area was in holdiDg.i of 60 acres or more. 
For the whole of Preisla the oovresponding percentage is only 23. 



million marks, and 80 per cent, of the societies are affected.’ ' 
In Bavaria alone 3,000 societies have lost 42 millions. Societies 
with unlimited liahility are obliged to build up large reservt^ to 
protect their members against the enforcement of their liability, 
and are consequently in a better position to meet a loss of this 
kind than limited liability societies, which tend to dissipate their 
profits in dividends upon the large share capital that they usually 
maintain. Some of these societies would have found themselves 
in a very awkward position but for an ordinance w'hich allows 
only 1 per cent, to be written down yearly. In Bavaria, in spite 
of the heavy loss, no advantage api)ears to have been taken of 
this concession. No better instance could bo given of the finan- 
cial strengtli of the German village bank and of the general 
soundness of their management. Even in England there arc 
many companies that liave not seen their way to write down the 
much smaller depreciation of English war loan socuritie.s. 

If, howev(!r, unlinritod liability is a source of strength to a 
society, it can undoubtedly be a danger to 
(c) i<var of Unlimited its members. In 1919, and the dread is not 
wholly past, many thought that the German 
Government would go Imnkrupt and rejnidiate its debt. Had 
this hapiioned, many societies would have been compelled to 
enforce the unlimited liability of tlieir .members, 'riie fear of 
this and the general uncertainty of the times have led many 
co-operaters to question the advantage of unlimited liability, and 
.some societies have gone so far as to convert themselves from the 
one form into the other. This tendency is also to be observed 
in Italy, where the cultivator has become so prosjierous that he 
i.s no longer willing to pledge all that he has. But in neither 
country is it very marked, and in Germany nine out of ten village 
banks still have unlimited liability. Opinion too, outside Saxony 
and Pomerania, is agreed that in a village bank liability should 
be unlimited, just as in a trading society it should be the 
reverse. 

17. I saw two credit societies in Saxony and a few points 
about them are w'orth mentioning. Both 
Two Limited Liability jjad large areas, one including ten different 
jilaces in a thickly populated neighbourhood 
and the other covering a radius of 12 miles. The larger of the 
two had 330 members, all landowners, and combined sale and 
supply with credit. It owned a roomy warehouse built on a 
railw.ay siding where it stored its goods for supply and its produce 
for sale. It had also a branch w'arehouse in the district. The 

* In the Raiffeisen Kederntioa 900 Tillage banks inTested jver dS5,000 each, and the total 
Investment of 4,430 societies anaoant to 20 per cent, of their total liabilities. 
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most characteristic feature of the other society was the variety 
of its membership. There were 39 landowners with properties 
of all si4es up to 76 ) acres, and in addition a ple^ant medley of 
market- gardeners, priests, shopkeepers, butchers, blacksmiths, 
Cartwrights, shoemakers, and barbers ; also a doctor, teacher, 
factory owner, merchant, shop assistant, builder, inilwayman, 
locksmith and policeman, in all 76 members. So great a variety 
is exceptional, but it is more likely to be found with limited than 
with unlimited liability. 


In both societies sliares were only 20 marks, but each share 


(a) Unpaid Liability. 


carried a liability of 200 marks. The ten- 
dency now is against a large unpaid 


liability. Four or five times the amount of the share is 
usually considered ample. But few' of the hankiug authorities 
I consulted Avere prepared to lay doAvn a fixed ratio. Most 
agreed that each case must be decided on its merits, and that the 
principle to be followed in every form of society Avas that mem- 
bers’ resources should be more than sufficient to cover their 


liability ; and in this connection it should he remoiuberod that 
‘ a man is good secj^rity to a bank for a portioxi oixly of what he 
is worth. 


Loans are made without security up to f of a member’s 
, liability. This is tlio rule in Saxony and 

Ij) securi y, copied in India. Credit is 

freely given beyond this limit, but in that case then* must he 
security. In the smaller of the two societies only one member 
had been sued in 12 years. 

In both societies the Secretary is paid and is on the com- 
. mittec. It is only in Bavaria axid in the 

c) ie.cMc#ry. socictios affiliated to tlio RailTcisen Federa- 

tion that this is not the case. Our practice in tlie Funjal) tallies 
with the latter and is, I think, sound.* 

A remarkable feature of the smaller society is that every 
• . X member has a cash credit account and a 

1 (f) Cash Credit Acconnttf. , , n i • • •. 11 * 1*1 

cheque hook. 1 his is a point ot develop- 
ment which few village banks have reached. In Italy for in- 
stance cash credit accounts are hardly used at all, and in the 
smaller German societies not more tJian 10 per cent, of the 
members will have them. In the larger societies, especially 
those in industrial areas, the average propoi-tion Avill be 20 or 30 
per cent.® Few of the smaller peasant proprietors understand 


* Ra<**8 CouHtrif Hanker; see also Appeindix (c). 

t III Italy practice vafies. In the Wellembourg banks the secretary is paid and there* 
fore not on the committee. In the Catholic societica he is a member but is often unpaid, in which 
case there is no objection 

* The Raiffeisen Federati m statistics for 1913 show that out of nearly 500|000 members 
20 per cent, had cash credit accounts. 




the cash credit account, but there is a marked tendency- at pre- 
sent to develop its use, and in urban banking, both in England, 
and Germany, it has now become the chief medium of business.* 
It is an obvious commercial convenience and entirely unobjec- 
tionable when there is a good business habit ; but where, as in 
India, habits are lax and men improvident, it should only be in- 
troduced with caution, for it deprives the society of all control 
over its members’ expenditure. ^ 

18. All through this chapter the German “ Savings and 
... , Loans Bank ” hal been spoken of as a vil- 

‘ vtua^'eankP. * ** lage hank. This has been done because most 

of them are nothing else. But it should he 
remembered that a certain projiortion are in small industrial 
centres or in villages so large as to he nearly towns. I saw one 
for instance in a townlct of 2,500 inhabitants which had 20 
factories. Its president Avas a butcher and it included proprietors, 
petty ofReials and artisans. Another Avitli 350 members and 
deposits of over 2 million marks Avas in a small Avatering place 
and half the hotel-keepers were members of it. Both these 
societies more nearly resembled the urban bank, Avhicb Avill be 
described later, ^ tJian the type of village bank with which we 
are familiar in India. 


19. Before closing this account of village hanks some 
further mention must In? made of Italy and 
Ireland. Al)Out Italy there is little material 
to add. In the North organization has been entirely sj)ontaneous, 
hut in the Southern half of the peninsula priAmte effort has been 
feebler, and .special laAA's dealing Avith agricultural credit have 
had to be passed. The Casse Eurali, as the Au'llage l)anks are' 
called in Italy, fall into tAAm groups, the Catholic organisation 
with 2,250 societies and. the Wollcmhourg Federation Avith ■150,* 
The Catholic societies are said to be organised into 57 Audit 
Unions, hut in Italy all organisation is loose and most of it 
ncAV. Both groups closely resemble the Raiffeisen societies in 
Germany. The main points of difference, most of AAdiich have 
already been noted, may be summed up as follows : — 

(1) In Italy there are no shares, whereas in Germany 
every society must have a share under law. 


^ Jn T^avBriaa cash credit account is sanctioned in the drst instance for a year. It is then 
allowed to run on indefinitely and the responsibility of the sureties oontinnes accordinglyi until 
notice is given— <•/. also pa/agfaphs 138 (g) and 14'3 {h). 

* Mr* Wolff is emphatically opposed to it for India describing it as * a most risky bnsi* 

ness avowedly done to ^ave tvjnble/ Bengal Co-operative Journal, May 1918. 

• Chapter II. 

♦ The first was founded at Lorcggla (near Verona) in 1883, 
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, *'(2) In the Catholic societies no security is taken and in 
the others only for the Larger loans. Mortgage 
security is avoided as it is difficult to liquidate. 

(3) Interest rates are higher than in Germany, occasion* 
ally touching 8^ per cent. The margin between ’■the 
borrowing and the lending rate is also higher, being 
2 to 2^ per cent. 

(4) Cash Credit accounts are seldom, if ever, used. 

(6) Banking and supply are combined as in Germany but 
co*oj)erative sale is rare. 

(6) The Catholic societies Iiave a confessional basis, for no 
one but a Catholic may bo a member.' 

In a coinitry where religion and politics are closely allied 
■this is an important difference. The \VoUembf>urg banks on tho 
other hand fire neutral and, like the Raiffeisen so deties in Ger- 
many, seek merely to emphasise the comm >n ties of Christian 
fellowship. 

20. Like Italy, Ireland too has adopted the Raiffeisen 
system and there are not many distinctive 

' features to bo noted. Loans as a whole 

arc for smaller amounts than in Germany and for shorter periods 
not usually exceeding a year. Unlike the Punjab a second loan 
cannot be had till the first is repaid. There are, hovvover, means 
of evading this. Two sureties are required for each loan, but 
in spite of tliis loans are not always properly applied nor are 
repayments always genuine. 5 to 7 per cent, is charged 
for loans and about 4 per cent, paid for deposits, winch 
are usually at call subject to a mmth’s notice. If depo- 
sits are insufficient an overdraft, guaranteed jointly and 
■sevci*ally by the committee, is obtained from the local joint .stock 
hank. As in the Punjab, this guarantee is sometimes found to ha 
an embarrassment, as a guarantor cannot easily lie removed from 
the committee. General meetings are only held once a year and 
attendance is poor. In tho three societies I visited it averaged less 
than 10 per cent, of the whole. This is one reason why these 
credit societies in Ireland have gone downhill.^ Yet that members 
have reason to be grateful to these societies is shown by a case I 
came across of a tenant with a 1’2-acre farm who ten years ago 
O’U'cd £70 and now has a deposit of £700. 

» Thii does uotapply to other forms of Catholic co-operatiro sociotie:?. 

• “ The members d » not attodd antiiial inoetiags and in course of time forgot they are a 
>.Scc\ely.’*— Businesf, February 1U17, 

D, 
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21. Considering the importance and the rapid progress of" 
village hanks in Germany, it is matter for 
in Italy and Ireland. regret tliat 111 Italy they are virtually at a 

standstill and in Ireland actually declining. 
Of the 100 or so that remain in the latter only half are said to be 
vigorously active. Both in Italy and in Ireland the same 
cause has been at work. Superficially it appears to be due 
to the prosperity of the farmer who no longer needs to horroiy. 
But the r(‘al reason is the lack of central banks and the 
consequent failure to encourage thrift.* As was pointed out 
in the earlier paid of this chapter,’ thanks to an admirable 
system of central banks, the village banks in Germany have 
b eon able to act as suckers and to draw in the wealth of the 
country-side, which has been freely used to finance the other 
branches of the co-operative movement. In Italy there are many 
hundred non-credit societies in need of capitalj and in Ireland 
last year the A gricultural Wholesale Society was in the same 
plight. In both countries capital is probably available, I)ut 
there is no organisation to attract it to nlure it is wanted. It is 
only recently that the Catholics have started a central bank at 
Milan, but it is not yet iu touch with the village hanks, nor 
perhaps does it fully realise their possibilities.® in Ireland the 
effort to found a central hank failed. The result is that the village 
bank is being allowed to die a natural death, and the less at- 
tractive, because more commercial General Purposes Society is 
being erected in its stead.* India may well congratulate itself 
that it has followed Germany in spreading a network of central 
banks over the whole country. If only the habit of depositing, 
can he taught, the future of her village banks should be assured. 


22, It is clear that, with the example of Germany before 
, , . .. her, India need not regret the concontratiou 

Importance f>f BdwceitK'n, ^ , n* 1 *11 1 i ti 

01 her enort upon ullage banks. J?or many 
years and perhaps for as long as Co-operation endures, they must 


•Since writing the »b<»ve I hnre coin^ aerobe the followinf? in an article hy Mr. Lionel 

Smith'Oordou in the Economie Review ;Sft*'t( njber It 17) wliicli corr'fijor.Ttcs the view eji pressed : 

The competition of the Post Office Savings Bank, combined with the babitual diatra-t of 
tbe Iribh farmer for any ilnancl'vl institution which ha* not Government hmking, has mate it 
extremely difficult for n.cit of these societies to obtain deposits. As a consequence the * thrift * 
whicli wjis 80 etseotial a feature in the Gorman model has been rather lost sight of in Ireland, 
and the agricultural banks have tended to become indeed * credit societies’ rati or than true 
banks. The onforttmnte rcfult of this is that they do not act as collecting centres for a central 
body ae is to largely the case in Oenr.ary and Ausiria, and thus they do nothing to relieve the- 
«hrc>i'.ic scarcity c£ ispital fro u which the whole movement suffers. 

• Paragraph 6. 

» See pATagrai)h 48, 

* See paragraph 152 
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remain the foundation of her co-operative system. We have 
now reason to hope that in time this system will embrace' 
many millions of her population. The foundation must therefore 
be secure. But it is a question whether a foundation can be 
secure which rests upcn the illiteracy of a continent. This vast 
^literacy is one of the cardinal differences between India and 
Germany To most co-operators it is an argument for schools 
more schcols and still more .schools. To some, however ifc 
18 a question whether the primary school in India really 
educates. If this view* is correct, the only ultimate 
romeay is to improve the schools. Meanwhile there is one 

school that teaches nothing but good, and tlat is tlie 
village hank itself. In this school the qualities that the wh- in 
world most needs at present, industry, thrift, self-help and mutual 
help ai e taught daily in their most elementary form, for these are 
the fundamental pniiciples of Co-operation. In Germnnv The 
grea est stress is laid upon teaching, and throughout the oountr? 
short courses in co-operative theory and practice arc constantly 
held. But so tar they have barely touched the rank and 6 'J 
Ihere are signs, however that systematic effort will now he made 
to educate them, ^iis is significant in a country which h^f os 
fine an educational system as any in the world, and for ludh 
where nine out of ten co-operators can neither read nor write the 
moral *s obvious. We must educate our members and educate 
them ceaselessly, and as it is easier to educate a small class than 
a large, we shall be well advised to keep our societies small If 
this course is followed, India's foundation will he strong 

• The irffrrcnce is ir»g m? 
of 37*6— Zinin) ern and Agresti 


■ See paragraph ?4. 


is Ir»g maikod in the ca o of Italy which in 1911 had an illitfrnfo 4 

a Agrcti, page , 13.^ J„ t:,e P„njal. (IS,"," tbe‘;::c:afagr:-:.‘^r 
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CHAPTER II. — Federations and Unions. 

23. I come now to the dull, but important, subject of 

organisation. In this field Germany is 
Introductory. pre-eminent. In agriculture before the 

war she owed her superiority over England not to better farming 
but to better organisation,’- and in the kindred sphere of Co- 
operation her success has been achieved in the same way. Her 
organisation must therefore be described, but, as the subject is 
■complicated, I shall confine myself to, the agrieultiiral side of the 
movement. 

24. 


Federations. 


When a village society is formed, it is at once affiliated to 
three co-operative organisations, to a Central 
Bank for finance, an Agricultural Wholesale 
Society for supplies, and to the local provincial Union for audit, in- 
spection and control. In its turn the Union, with a few exceptions, 
is affiliated to a national Federation at Berlin. At Berlin there 
are two rival institutions, the Itaiffeisen Federation and the 
Imperial. The former was founded by Raiffeisen in 1S77 and 
.at the end of 1920 embraced 7,192 societies. The Imperial 
Federation, founded by Dr. Haas in 1883, is much larger, 
and at the end of 1920 ineludod 21,297 societies or two-thirds 
of all the agricultural co-operative societies in Germany, For a 
brief period before the war (1905—1913) these two federations 
were amalgamated, but union w'as never real and, \vhcn in 1913 
a personal question arose as to the leadership of the movement, 
they parted company. Since then Germany has been shaken to 
her foundations, and the need for union is greu' er than ever. 
Accordingly there is once more a general disposition to unite. 
But once bitten, twice shy. In 1905 union came from above. 
This time it will have to come from beloAv. 

The main differences between the two federations turn 
, . upon centralisation and State lielj). The 

■♦wwntbein. Itaifteiseu Federation wofship-! the one and 

abominates the other. Its banking system, 
for instance, is based upon a single central bank at Berlin, 
which by means of 13 local branches operates throughout Ger- 
many. The Imperial Federation system is totally different and 
will be described in the next chapter.* It is entirely decen- 

bank,* with which the 


tralised and hinges at Berlin on a 


large 


‘Middleton, Report on Mtcent lietelopmentt of German JgrtcuUur^ This view is, however, 
. challenged in the Economic Journal (September 1917) by Mr. R. llawtrey, who attribaten 
OermanBup ?rIority to ai» abundant uupply >f cheap labour. 

•Paragraph 86. 

•The PrusBian Central Co-operative Bank,— ace paragraph 45. 
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Pailfeisen organisation will hare nothing to do as it is a State' 
creation. Recent developments, however, have done much to- 
narrow the margin of difference betw'een the tw:o federations, for, 
on the one hand, the great financial weakness of post-war Govern- 
ments has made apparent the danger of dependence upon them,, 
and on the other the rapid increase in the number of societies has 
made centralisation increasingly difficult. The Raiffeisen Feder- 
ation, therefore, is more disposed to dectuitralise and the Imperial 
Fedei'ation to rely upon its own resources. 

The other differences betw'ocn the two federations are not 
.(h) Minor DiffcrcnMs. imjjortaut. Briefly they areas follow's: — 

(1) The Raiffeisen . Federation insists upon unlimited lia- 
bility lor all its village hanks. Tlie Imperial Federation, while 
agreeing in the general princii)!e, allows its societies more lati- 
tude. 

(2) In village banks the Imperial Federation favours large, 
the Raiffeisen h’ederatiou small shares, the on(‘ hotly aiming at 
financial strength and the other at the inclusion of the poorest. 

(3) In IJaiffeison societies the secretary is never on tlie 
committee except occasionally in non-credit societies requiring 
expert control, and manageinout is more entirely, tliough. not 
exclusiv<'ly, honorary. 

25. It is clear tliat none of these diflerences is fundamental, 

^ . and it mav almost b(.* said that there is now 

BSvairic, no essential difference of policy or principle 

between the two federations. The great 
obstacle to fusion is the number of rival Audit Unions. It wns ex- 
plained above that, wdieii a village society is formed, it is forthwith 
afliliated to the local Audit Union, Avhich in its turn is generally 
afliliated to one or other of the two national Federations at Berlin.* 
These local Audit Unions are to ho found throughout Germany, 
often side by side in rivalry wdiich is not always friendly. Out of 
the 13 provinces of Prussia only two have a single Union.’ The 
Rhineland has no less than four, and Bavaria has the same 
number. Altogether there are fifty Audit Unions for agrieultural 
co-operative societies, of w'hieh 3 3 arc affiliated to the Raiffeisen 
Federation and "S? to the Imperial. The remaining 10 are 
independent and of no great imiiortance.* 

*Iii QcrxnaD tho same werd * verb*nd * is naed for bott foderstion snd sudit tmion, ss 
lbs of lx.tli me similar, tbeDato differei.c© that n federation operates throughout^ 

Gcru any ni;d a Uniuti in a n^ueb smaller area. Mr. Cahill distir giiished tin m by different camea 
and I follow him as it is clearer. 

* Wtfstpl al is and H anorer. 

3 Five have less than 100 societies. 


1)2 
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Though it has stimulated competition it is now admitted to 
he a disadvantage to have more than a single Union working in 
the same area. In one village I visited there were as many as 
6 societies affiliated to three different Unions, and tliey includ- 
■ed rival basket societies as well as rival banks. This of course 
is expensive in control and occasionally, too, in temper. On one 
occasion, when feeling ran high between two of the three Unions, 
the members of the opposing parties attended general meetings 
armed with knives. A co-operator who is president of two socie- 
ties in the village, and manager of a third, each of which belongs 
to a different Union, remarked that his position at the time was one 
of great delicacy. This instance is of course an extreme case, but 
it shows tlie dangers of a divided houee. These are now realised 
and a more co-operative spirit is in tlie air. In Brandenburg 
and Silesia the local Unions have set up joint committees to 
decide common policy and deal with matters of general interest, 
and in the Eliineland three of the four Unions have combined to 
forjn a joint agricultural wholesale society for the whole 
province.' These arc promising sign? and encourage the hope 
that the two national federations will eventually amalgamate. 

26. Even when this occurs there will still remain tlic formid- 

„ . . . . „ , able prohlcjn of uniting inhan and agricul- 

Vnion of Agricultural , , Vi a* • •a* ■wr„ 

and Urban Orgauisations. tural Co-operatlou In one organisation. W o 

have already seen that in addition to the tAvo 
agricultural bodies there are two national urban federations, one at 
Hamburg for consumer societies and the other at Berlin for urban 
banks and industrial societies.® It is significant of the tendency of 
the time that in 1910 a joint consultaHve committee called the 
*‘Freier Auschuss ” was formed by the four national federations 
to protect and further their common iutc.^ests. The committee, 
Avhich meets once or tAvieea month, is entirely informal and has 
no legal cxistcuec or executive authority’', hut it forms a useful 
plank bridge lietween the four federations and may in time 
de\’'cloi) into something more substantial. 

27. Co-operators in India may congratulate tliemselves 

that State control has given each province 
n 118 8 \ an age. Undivided, and indeed almost a national, 

organisation. Not only are there no competing elements in the 
field of agricultural co-o])eratioii, hut urban and rural societies 
arc every vvdiere united in the same federation or union. This 
is partly due to the small number of urban societies, and it is 
significant that in one province, where they are inorBasing 
fast, there are signs of separatist tendencies. This should be 


*Dfc6Cr'bcd in psiTB graph 58. 
’‘Coe Introductio:!, paragraph 7* 
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•.strongly discouraged, for India has no greater advantage than 
the close alliance of town and country in her movement. 86 far 
as I know, it is an advantage denied to every important country 
in Europe. 


28. Some details must now be given of the working of the 
_ . German organisation. More will bo s.sid of 

fleiMn fediMtu n. the Raiffeiseii than oi the Imperial f ederation 

system, for though the Imperial is larger the 
Raiffeisen is better organised and consequently more efficient.^ 
Nothing could he better than the constitution of its national 
Pederation at Berlin, and though few things are duller than 
• constitutions, this one deserves attention if only for its ingenuity 
in adjusting the ever conflicting claims of democracy and 
^efficiency. Membership is contined to — 


(a) local unions (13), 

(h) central societies for hanking and tradf) (12), and 
(c) primary societies of every description,* provided 
they are affiliated to tlnnr local unions. At the 
end of 1920 these numbered neiirly 7, iOO. 


Tli(}re is a largo general committee of 51 members and 
a smaller executive committee of 11, The former meets at 
least twice a year, and its main duty is to e.xercise the control 
which the 7,200 m embers of the federation are obviously unable 
to exercise for tliemseVvos. ■ The executive committee meets 
about once a month, and to deal Avith urginit or complicated 
husinc.ss has a standing sub-committee of four elected for 3 
years. It consists of the president of the Federation and of 
the presidents of the 13 affiliated LTnions. The members of the 
general committee are virtually delegates of the Unions and 
central societies, by whom they are chosen according to a fixed 
scale of representation. Both committee;? therefore are more 
rej)reseut{itiA’’e than dcmocriitic, and the smaller committee is 
in addition highly expert. To litik these two committees to- 
gether the cxeev^ivc committiu; are all inemlnu’s of the gcneri%l 
committee, and to secure proper consideration of the great 
variety of subjects arising, there is a special com nittee for each 
of the more imporbiui forms of co-operative society. To keep 
those special committees in touch with the executive, each is 
.represented on the general committee. The president of the 


'The Hivarlau AgrieuU.iral U»u>a. to which fequ.nfi reference will be made, belong? to 
the Imperial Federation system, and is as eificienlly or^^atiised as any Ua ff iisen Union, but that 
is largely becaase it hiis modelled its organisation on the lla'.ifeiSLn system. 

^ Application for membership must be made. In theca^cof the Imperial FeJeratioti it U 
vsnf&clent to be a member of an affiliated Union. 
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TcdferaMon is elected at a joint sitting of the general committee' 
and the tonosponding c< mmittee of tlie llaiUeisen Central Bank.- 
The repsfn for this is explained later/ Su^^reme authority 
in the federation nominally vests in the Central Assembly, to 
■which every member-society or union can send a representative. 
But it only meets once a year and, tliough it bfis certain pres- 
cribed powers, it does little more than ratify what is proposed. 
It has no right of eleclion and is, in fact, more a congress than 
a parliament. At the same time it provides the necessary 
democratic basis, ai.d it enables policy to be explained and 
grievances to be ventilated. 

Ihe cor stitiition of the Tm 2 )erial Fodt ration is not radically' 
different.* Like the Eaiffoisen Federation its basis is de- 
mocratic, its control rcjjreseiitativc ai.d its managoincnt expert, 
lor a large organisali< n these are the es.suitifil ])rincij)les, and 
there is no other Avay of conthining dcmoeracy and eflicicney. 

it). These two great national federations will be a useful 
Andit t'ninw. (a) lie modcl whcn thc time eonies, as assuredly 
prfspi.tatioii oj iiiv riiiuM.y it must, to foiui a single federation or union 

for the whole of India. Ft r the imtsent, 
however, "vie must be conti iit with ])rovineial Unions or Federa- 
tioris. To these the counteijtart in Germany is the local Audit 
Union. The main difference is, that tlie area covered by a 
Union is n.ncli smaller than an Indian province and does not 
usually exceed a Commissioner’s Division.'^ Another difference,, 
so far as the Punjab is concerned, is that in Germany the 
primai’v society is directli/ afliliated to the Union. It is, I think, 
a flaw in the constitution of the Punjab Union that the majority 
of the village societies arc represented in it by central banks 
whose interests aie not always the same, .It would doubtless 
he difficult to give direct represenlaticm to a body of societies 
which now numbers over 8,000 and is rapidly increasing. 
The largest Union'' in Germany has only 3,300 societies. On 
the other liard, the Imperial Federation gives separate repre- 
sentation to nearly 22,000 societies scattered over the whole 
of Germany, which shows that neither number nor distance is an 
insuircrablo difficulty. Though of course the vast majority of 
these societies do not trouble to send representatives to a general 
meeting, the attendance will often exceed 1,000 ; and as these 

* Pan&graph 30. 

* There are 2 coxntnitteee, the sraalrtr elected by the larger, and as Ibe smaller conaiata of 
only 7 menihera, no stending »tib'Ccn:i«ittee is required, ibe president of the federation it* 
proposed by the sn nlUr ccurniittee and eUcU'd by the larger. Tie 27 local Unions affiliated to- 
the Imperial FcderBtioi:i are represented on t. e larger committee by - their presidents. In othdS' 
respects thc ooustitutior sgTics with that of the Raiffeisen Fedt ration. 

* Parana with 7 n iiiicn ini abitantb is the largest area coverod by a single Union. 

* The Ravai ian Agi^caUural Union at Monich. 
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meetings are held every year in different parts of the country, - 
sooner or later the societies in every area get an op})ortunity of . 
attending ‘without difficulty. It can be readily imagined that 
the effect of such meetings will be far greater than if attendance 
were confined to a limited numher of representatives of central 
societies. A w^ay out of the difficulty might l)e to organise 
societies into district or sub-divisional unions, which would then 
become members of the provincial Union, on wliich they Avould 
represent the interests of tlieir affiliated societies. Somewhat 
similar unions . exist in Germany and will presently be 
described.' 

Where there are so many Unions there nxust of course be 
,,, . r- manv differences of constitution. The Uonn 

le r 0 . s . u ion. Ujj^iou for instaiicc with yoO societies follows 
the lines of an ordinary German co-operalire soci('ty ; that is to 
say, it has two committees, large and small, and a president 
elected by the general assembly. On the otlier hand, the Raif- 
feisen Union at Coblenz which has 600 societi(‘s, with the love 
of cenl ralisation and effieioncy Avhich characterise the Raiffeisen 
organisation, gives great potver to the president who is a]ipoiuted 
for a minimum of G years.* lie has only a single eommittce to 
deal with, and as it is too large to do more than exercise a 
geneml control, his position is one of considerable freedom and 
responsibility. He is therefore elected not by the general as- 
sembly but by the committee which can be trusted to choose with 
discreUon. 

All these Unions are primarily concerned witJi audit, control 
, X „ ... and development, and maintain a carefidlv 

Iraiuwl staff of auditoi-s a,„l foV 

the purpose. Incidentally, too, instructional 
courses are held for co-operators, conferences are organised, 
statistics are collected and as often as not a periodical is pidxlisli- 
ed. In aim, scope and function they exactly resomlile our 
provincial Unions, xvith however the impertant difference that 
they are entirely unofficial. Before the war many received 
financial assist auce from Govei'nnjcnt but now that the public 

exchequer is empty they have to depend upon their own re- 
sources. As with us every affiliated society makes an annual 
contribution, which is usually assessed as follows, via. - 

(o) a fixed fee irrespective of the size of the society, 

* Paragraph 31. 

•Technically he is honorary as the L'nion cannot affv>nl t > p^y him, but aa manajiug' 
direetrr of the local branch of the Raiffeieen Central Bank ho roceivea aaala *y. ThiaappliO'? 
generally to the presidents of all Raiffeisen Unions. 

• Not however ti^e Raiffeisen Unlont which have always eschewed State help. 
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(6) a percenfa^e payment on turnover, and sometimes on 
net profit as well, and 

(c) an audit charge which varies with the length of the 
audit.* 

Any deficit on the year’s working is usually made up hy the 
local central bank, which in Germany is fully persuaded of the 
importance of maintaining an efficient staff for audit and 
control. 


It is difficult to compare charges in one country with those in 
another, hul my imi)re8sion is that, with the possible exception of 
supply societies, the annual contribution is proportionally higher 
in Germany than in the Punjab ; and it could hardly be other- 
wise as the L'uions are now^ entirely self*supporting, whereas in 
India a large part of llie cost of co itrol is l)orne by Government. 
-The two national federations are also self-supporting and main- 
tain themselves from the contributions of their affiliated central 
societies. They dofortJie latter what tlie local Liiious do tor 
their primary societies, but their chief 1 unction is to give agri- 
cultural co-operation cohesion and strength, to determine its 
policy and course, to defend its interests and make known its 
achievemenfs. 

30. In India the relation of central banks to the audit 
, „ , and inspection of primary societies has been 
a much debated point. Some would give 
the central bank full control, others none 
at all. In G(U’many opinion is em])hatic that the central bank and 
the controlling Union or Uederation should he separate organisa- 
tions ; hut as legs would he useless if they attempted to walk in 
opposite directions, it is also agreed that they shoidd be closely 
interlinked. This is done by exchanging re|)rescntatives to sit 
on each other’s (;ommittces. In the Raiffeisen organisa- 
tion, Avith its one central bank for the whole of Germany, 
the president of the national federation is also president of 
the central hank, and is elected at a joint sitting of^ the 
general committees of both bodies. Similarly, in the provinces 
the president of the Rtiiffeison U nion is always managing director 
of the local l)rancb of the Raiffeisen central bank. In this way 


'These fees are too coniplicatoi and variable to give in detail, ba‘ [d) i^ usuallv 5 shijiiDgs 
(50 marks, and (i) varies from l/20thti 2/5th^ p;r mUle of turn )vcr. the rate dim mid; ing. 

* Ve i.1.^ a f.v-m nt Anfiief.V. Ill eVOfV CdSe it W SUO- 


society. In every case it is sub- 
(iOJO marks)- » percentoge 


lunrntf , aiiu v*'/ — 

Wi'h the amount of the tarnavc: an varying with the 
jcct :o maximnm limits which iv one Union do not exceed 
of t'.o net profl". is tsken it will le about 2 per cent. 

For W * d»ny c'uarce is ttsoally m»d«. In 3 BaTwian Unions sociatios pay six pen"* 
aiftiki) au hour, but in one c ise, iC the aolit is sa'dsfactory, 2/6tha of the lee are returaed to th» 
aOOcicty by the Ccutral Bank couceraed (not the Union), 
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the latter tliroughout Germany is riveted to the Raiffeisen 
federation system, and identity of policy is secured. The same 
policy is followed with the Agricultur^ Wholesale Societies, for" 
the president of the U nion is always either president of the local 
* wholesale ’ or on its directorate. In the Imperial tederation, too, 
it is an accepted principle that the Federation and its central 
societies, though separate in constitution, should form an insepar- 
ahle whole.' Italy is adopting the same principle, and India 
will, I think, he wise to do the same. 


31. 


Sub*DivUoii*l Unions, 


Throughout the Raiffeisen organisation the first link 
in the chain, which hinds the village society 
at one end to the national iederation at the 
other, is the small suh-di visional Union, to which reference lias 
already been made.* This must not he confused with^ the 
local Audit Union ivliicli covers a far larger area and has widely 
different functions. Every State in Germany is divided up into 
administrative units which, broadly speaking, resemble those 
obtaining in India.. Thus a province ol Prussisi, or a federal 
State other than Prussia, roughly corrt'sponds with a Commis- 
sioner’s Division, Avhile the ‘ Bozirk ’ resembles the Indian 
district and the ‘ Kreis ’ the sub-division.^' It is from societies 
in the ‘Kreis’, generally 15 or 2) in number, that the sub- 
divisional Union is formed. 


(a) Tocir Objects. 


Its main objects are - 


(1) to act as a link between its member .societies and the 

local Audit Union and to co-ordinate the interests 
of both ; 

(2) to develop Co-operation in the sub-division ; 

(3) to bring the full weight of their member-societies to 

boar uj)on the solutujn of agrieultural problems ; 
and 

(4) to eleet a repn^sentative to sit on the general com- 

mittee of the local Audit Union. In practice this 
is the most important function of all. 

In some re.spects these small sub-divisional Unions recall 
our Banking Unions, but there is this fundamental difference 
that they have no banking . functions or financial liabilities. 

'In the privinoe of Sax )riy, for ilmtance, tlie prevJent of the IocaI I'nioii is also president 
of the floard of ^uporviaion of tbfc local Central Biink, the Agrieul uval Wu lesalc Society aai the 
Central Cattle Sale Society. 

•Paragraph 29 (a). 

^ In Bavaria B.zirk and Kreis are inverted. 



They exist solely for purposes of organisation, and their chief 
merit is that they i)rovide a conyenient means of securing effec* 
tive representation on the local Audit Union for a large number 
of widely scattered societies. In the Imperial Tcderation system 
they play a much less imi)ortaut i)art than in the Eaiffeisen 
organisation, hut there too the tendency is in favour of their 
extension, especially in the larger provinces where they are now 
considered a necessity. In Bavai’ia tiny are regarded as the 
cornerstone of the whole fabric, and the Bavarian Agricultural 
Audit Union has not only grouped its 3,300 societies into 144 
sub-divisional Unions, but has Jilso formed the latter into 7 
district unions. These, however, have little life beyond w'hat is- 
infused into them by the local inspector. 


The value of the organisation may 


(1) Tlifir Value. 


be que‘.tioned. Success 
depends upon the existence of good local 
leaders, and relatively these appear to be 
almost as difficult to find in Germany as in the Punjab, for l.oth 
countries depend in tlie main upon the small or medium pro- 
prietor who bas not usually much aptitude for leadership.' 
Most sub-divisioual Unions, therefore, rarely meet more than once 
ayear and n>any do not meet as often. Out of 310 Unions belong- 
ing to the Eaifl'cisen organisation barely half held meetings in 
1919. In some prcvii.ces they do well, in others badly. In 
Ehineland they have little life, but in Thuringia, thanks to a 
body of ])ublic spirited .sclioohnasters, they are reported to he 
vigorous. In Bavaria, where the system is most devclo])ed, GO 
per cent, are said to be good and the best amongst them meet 
five or six limes a year ; but even there it is admitted that a 
certain nunaber have only a paper existence. At its best the 
sub-divisional L’nion is evidently a valuable asset; and even 
at itsvorst it secures the village society a voice in the counsels 
of the local Audit Pnion, for the general committee of the' latter’ 
mainly con.sistsof Union presidents. There is no doubt, too, that 
a man can speak with more authority if he represents a Union, 
than if he merely sp aks lor a single society ; and speaking with 
more authority he is better able to protect the interests of the 
smaller societies which might otherwise be ignored. As organi- 
sation grows, the voice of the cultivator, who is the backbone of 
the movement, is in danger of being lost in the upper air of 
authority and wisdom. Accordingly it is important to give him 
every opportunity of making himself heard. This is the chief 
value of the .sub-divisional Union in Germany and the argument 
for introducing it into the Punjab. I do not, however, advocate- 


^£ven in tie United States tbd gnat difficulty iu the way of the crgaiiisatlon of rurah 
muu'tiri is said to Le the lack of leadtrs-^Catver, Prtneiphi of Sural Ecoitomic$, page 879. 



45 


this till the matter has been more fully discussed. It Is important 
to keep our organisation simple, and we certainly do not want ’ 
it clogged with a large number of stillborn Unions. Yet, where 


good Icadei’s are available, 
value. 


Union 


might b;) of 


32. Throughout the movement the question of leadership 
is important. Leadership postulates educa 
Lea crsiup. tiou, and lur this in India n e have to a 

great extent to go to the town, but unfortunately tlie towusinan 
is little attracted by Co-operation. There is, moreover, a marked 
cleavage between town and country which makes his employ- 
ment in the villages difficult, if not impo.ssiblo. In Germany 
a somewhat similar cleavage has appeared sin:-e the war, lialf 
famished towns resenting the high prices demanded by the i)ros- 
peroas country. But this is of recent growth and is ])robably 
only temporary. Speaking gvmorally, it may be said that in 
Germany the ‘ management ’ of tlu agricultural movement 
has been supplied by the town, and direction and control by the 
country. The managers of the larger banking and trading orga- 
nisations are mostly townbred, but the directors of federations, 
unions and central societies mainly belong to the country. There is 
however no hard and fast line, and nearly one-third of the 27 Audit 
Unions affiliated to the Imperial Federation have presidents who 
were born and bred in the town. Those include two businessmen, 
two lawyers, a priest and an official. Germany, in fact, lias not 
he.sitated to draw upon all ela’^ses for the qualities she required, 
and much of her success may be attributed to tbi-. In so 
catholic a movement as 0 o-o 2 )eration this is undoubtedly the best 
policy. Hitherto in the Punjab there has been little scope out- 
sid*;' the central banks for the ('mployrneut of the educated 
townsman, but as the urban and trading sides of the movement 
develoji, more opiiortunities will doubtless arise. Idie ju’ob- 
Icms of Co oiicration are becoming increasingly comjilox, and 
ultimately the best brains available, wln^tber of town or country, 
will be required for their solution. No one emld fail to bo 
impressed by the high level of industry,’ capacity and inte'.ligeuce 
to bo found throughoat the German org.inisation. Everything 
possible should be done t> attract these qualities to the service 
of Co-oporation in India. 

33. The primary fuuetion of a German Audit Union, as 
. , V a, . T of our Punjab Union, is the audit of its 

jportanceand Tiaiuing. athliatett socictics. Uuaer law every society 

must be audited once every 28 months.* 
For this purpose every Union emiiloys a staff of auditors 


* Before the war it was every 2 yt are. Tho period ww eaten lei, as so many auditors 
Wtre mobilized. It will probably be reduced a-gain ia due coarse. 
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eorresponding in function and status to our sub inspectors. As* 
in the Punjab, so too in Germany the auditor is the pivot of the 
machine. A recent annual report of the Imperial Federation 
states that bis importance cannot be exaggerated. He is the 
servant of the who'e organisation and the personal link between 
the itvdit Union and its afliliated societies. His training con- 
sequently requires the greatest care. The S( crctary of the largest 
Audit Union in Germany went so far as to say that it was- 
their most important task. The ac'\ial training course varies 
from place to place, but the gfntral system may be judged 
from the following course which the llaiffeisen Union at Coblenz 
prescribes for its recruits : — 

(a) Three to six months at tlie headquarter office to learn 
the routine work of the svstun ; 

{(>) Three months or more wTlh an experienced auditor in 
the fi(Td, till three or four independent audits have 
been satisfactorily done ; 

{c) A six months’ counso at Berlin for a thorough ground- 
ing in accounts, and in tlie principles and practice 
of Co-operation 

(d) Thx’ce or four months in charge of a small circle 
under supervisir n, followed l)y a practical examina** 
tion in the field and bv anotlier in theorv at head- 

V 

quarters. If this is satisfactory, the auditor is 
finally appointed on fire years’ probation. 

It will be seen that the course lasts about 18 months and 
is therefore three times avS Ictig as ours. Another important 
difference is tliat no one is appointed a full fledged auditor till 
lie is 21 or 22 years old. Our sub-inspectors are, I think, 
employed too young. 

50 or 60 societies arc usually considered sufficient for an 
_ , auditor, but salaries are now so high that few' 

federations can afford to uork to this scale. 
The largest Union in Bavaria lias one auditor to 80 societies, and 
in the province of Saxony the proportion is as low' as 1 : 100. Most 
societies are audited once every 18 months or 2 ye ars, but the gene- 
ral aim is to have it done once a year as the advantages of audit 
are so great.. Of these advantages a Pavarian annual report 
speaks with enthusiasm, A regular audit, it says, brings new 
life to secretaries and committees, purges the latter of undesirable 


CCD ider three months sufficient when the course follows priMitical training. 
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members, strengthens the co-operative spirit, and affords an- 
admirable opportunity for teaching. Experience in the Punjab’ 
■would certainly endorse this. Audits naturally vary much in 
length. The report of one Union for 1919 states that tlie short* 
est took 4 hours, the longest 511. For an audit done every 
second year the average is 6 or 6 days.* To ensure good work 
many Audit Unions liave a limited number of societies re-audited. - 
This is done by a class of men generally resembling our Inspec- 
tors. 


The field staff is not, as in tlic Punjab, chosen exclusively 
^ from the rural classes. The husiness and 

(«) Tlicir Ri>crunmeDt. ■ t . i i. . i ^ . . . i 

trading side ot the movement is too import- 
ant for f he quicker brain and better business aptitude of the 
commercial classes fo be passed by, though it is admitted that 
the countryman understands the peasant liest. In. this last 
respect Bavaria recalls the Punjal), for rural psychology is said 
to b(‘ quite different from urban, and the townlired to be of little 
use in rural work unless he is familiar with tlie agriculturist. 
At the same time it is clear that there is not the sharp division 
that diffenmei's of occupation, religion and caste have produced 
between town and country in the Punjao. In I avaria, as else- 
where in Germany, the constant migra ion from the country 
to the town has partially bridged the gulf. Consequently many 
townsmen have country Idood in their veins which stirs again 
•\vdien thev return to the countrv. 


A word must be said about the educational qualifications 


(d) Tlio'r Kdiicational 
Qiialificatiuofi, 


of the auditor, as on the whole German 
experience confirms our practice in the 


Punjab. The audit staff is for the most 
part recruited from the high schools ami only to a minor extent 
from the universities. For the practical work of audit a high 
school education is more than .sufficient, Imt an auditor of co- 


operative societies is much more than a mere auditor of accounts. 


Like our sub-inspectors be is, or should be the guide, plxilosoiiher 
and friend of his societies, and for this side of hi.s work a 


university education with its broader outlook and finer gras]! is 
an advantage. Both types are therefore taken, but the diffi- 
culty with the university man is that he is amlnt.ious and rarely 
stays. He tends to be- more and more employed in the biglnw 
grades, but in at least one important Union 1 came across a pre- 
judice against him, mainly confined however to non-graduates.. 


To most people the points I have mentioned in connection 
■with auditors will appear of little importance, but for those 


the war it vat she rtor, hut now the activjiea of credit societies are more varied. 
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who have had prastioiil experience of co-operafeivo work in India, 
there is a considerable interest in finding the same questions arising 
in two countries so widely different as India and Glcrmany. 


3t. At ths end of the last chapter it wa? said that educa- 
tion is the foundation of a sound oo- 
iram ngo ureos. Operative systcm. It is natural, there- 

fore, as the movement develops, to find more and more 
importance attached to training courses for co-operators. 
These arc organised by the Audit Unions and generally last 
four or five days. All sorts of people attend. I'he iiulk of 
course are peasant proprietors, but there are also large land- 
owners, priests, schoolmasters, pdty olfuials, inn- keepers, 
traders, craftsmen and a good sprinkling of women, who are 
often the wives and daughters of mnn’icrs of committee. ‘ At 
Coblenz last year, as a new oxperim 'nt, a scrie.s of one-day 
courses was held to teach the rudiments of <;o-operative finance, 
and it was so successful that it is being repeated. There is not a 
doubt tliat these training courses are of the utmost: value, and 
men who could judge their effect spoke of them with precisely 
the same entliusiasm that I have heard expressed by our Tjispec- 
tors in the Punjab. In Italy, too, wliorc they arc being intro- 
duced, there evas the same unqualified tribute to their value. 
Not only do they lead to a higlier standai’d of work, but in 
bringing together members of different societies, they enable 
co-operators to get to know each other, to exchange view's and 
experience and to form valuable personal ties, all of which helps 
to develop the corporate feeling and enthusiasm so cssentiil to 
.real Co-operation. 


35. I cannot conclude this chapter without a word about 
organisation in Italy. Nothing is in greater 
^ contrast to Germany. Before the war it 

hardly existed. Now innumerable Audit Unions" are sj)riniging 
up, and Catholic and Socialist arc competing feverishly to out- 
strip each other. li’ew of these Unions are more than a year 
old, and many still can boast little beyond an address. In the 
matter of organisation, therefore, India has* nothing to learn 
from Italy. At the same time it is worth noting that broadly 
speaking the Gorman system is being followed, with however 
two important differences. In Germany agricultural organisar 


*in li»20 the 13 Raiffoiseu Uoiona, embracmg only 7,200 out of 33,000 agricultural societiea 
oiganipnl as ma y as 123 cjiirscn, fifty of which were attended by 1,583 ca-operitors. Thc 40 
included over 80U fwasant proprietors, 2rf9 officials, 134 craftameu and 73 wouien. Awvh^st the 
officials were Muuaiffit*, V>nrg<)mastm, headmen of YilUg^s ('lemindcvorsteher), school iuasters, 
tax^ol lectors, postal assistants and clerks. The craftsmen coasisted of bakers, blackitiitth% 
joiners, car))enter8, wheelwrights, masons, shoemakers, saddlers, tiLken, tailors. 

* The Italians call them federations. Througbont this report tbejrare referred to as UniotM 
.as they rescmhle the Gem an Audit Unions. 
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iions, though, to some extent competitive, are definitely ranged 
on one side and urban on the other. In Italy, on the other 
hand, the line of cleavage is not economic hut political. Thus 
Catholic ITnions^ and federations, though mainly agricultural, 
include town as well as country, and Socialist organisations 
though predominantly url)au include country as Avell as town. 
This would he a great advantage if it were not crossed ])y tlie har 
sinister of politics. The second difference is that, whereas in 
Germany an agricultural Audit Union or federation includes 
every possible class of rural society, in Italy separate Unions 
and JB\;derations are formed for each of tlie main hranelies of Co- 
operation, namely, 'consumption, production and credit, 'fliis 
means a looser organisation and a great raultij)lieation of Unions. 
In every district Catholic and Soc alist are each forming a tAvin, 
if not a triple system of Unions. In a single di.strict there may 
easily ho as many as live Unions,' and as tliere are in Italy 71 
difl'erent districts, the niunlKM' of Unions Avill soon run into 
hundreds. The Catholics alone have 217. Each district Union 
IS affiliated to a corresponding h'ederation for all Italy at Romt}, 
and the Homan federations in tlu'ir (urn are affiliated to a grand 
national Federation, Socialist or Catholic- as the case may bci.* 
These national federations are tin; c-oping stoiu's of tlie move- 
ment, hut though in (-ach case the temple i.s de(li{?atf‘d to Co- 
operation, there is nothing less eo-oporativc th;in the relationship 
between the two. Midway hetAveen them tliere is anotlior and 
professedly neutral orgauisatiou* built up on similar lines, hut 
wielding far less influence in the country. This hotly, too, is 
doing its utmost to swell the rising flood of disti'ict Unions. 
Seeing how recent organisation is in Italy, it is not surjirising 
to find that audit, inspeotiou and control are as yet in their 
infancy.'* Ifor this the law is partly re.sj)ousihle, as audit is not 
compulsory and only the Catholic societies enforce it. Tliis is 
about to he changed, and in other ways too Italy is improving 
her methods. But it may be doubted Avhether lier organisation 
Avill ever he as good as the German, for organization on a large 
scale is as foreign to the genius of her people as it is natural to 
that of Germany. 


' Cftthollc a!i«^ Socialist will each have 2 t/ttions for consumers and producers .societie? and 
there may also ho a Catholic Union for credit societie.^. 

*The Socialist bvly is called the National League of Co-oporaiivc Societies, imJ the 
Catholic the Italian Co- )pflrative Co ufed ©ration. The 1 opiner claims 5,000 societies tlio latter 
G,600. 

®fhc National Association (Sindicato) of Co-operative Sociotios, which are said to num- 
ber 2,000. 

♦The National Lciguo last December (1920) had lonly one Inspector availahlo for 
tonring. 


£ 
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CHAPTER III.— Central and State Banks. 


The German System. 


36, It is a natural transition from Federations to Central 
Banks, for control and finance are the 
alpha and omega of Co-operative organisa- 
tion. This is especially true of agricultural co-operation, for 
the agi’iculturist is tbe world’s greatest producer, and credit 
is the basis of production. A good banking system is therefore 
essential, and this system to be sound must be co-operative. 
Joint stock banks do not answer the purpose for their aim is 
profit not service. 

2s 0 large country has so fine a co-operative banking system 
as Germany. At tbe end of 1919 it had 25 agricultural central 
banks,^ of which 2d< were aililiated to the Imperial Federation 
and one, the great ^Agricultural Central Co-operative Loan 
Bank, to the ilaiffeisen Federation. It was explained in the 
last chapter’ how the whole Raiffeisen system is based upon a 
single bank operating thupughout G<!rmany. This is the bank 
just mentioned, whicli has its headquarters at Berlin and a 
branch wberever there is a Raiffeisen Audit Union;’ The 
Imperial Federation system is different and is based upon each 
local area, province or State as the case may bo, liaving its own 
independent central bank as well as its own Union. Thus there 
are 27 Unions and 2d central banks. For the latter a State 
bank called the Prussian Central Co-operative Bank serves as 
the apex baidv at Berlin. 

37, It is evident that the Imperial Federation system inore 
closely resembles the Indian tlian does tbe 
Raiffeisen. The parallel, however, is far 
from exact. We have, for instance, no apex. 

bank for the whole of India Most Indian provinces, too, havc- 
both central and provincial banks. Tbe Indian central banks 
have usually a smaller area than tbe German, and tlio provincial 
banks a larger. The area of the German central bank is general- 
ly a federal State or, in the case of Prussia, a province, cor- 
responding roughly in size and importance to a Commissioner’s 
division. It is arguable, I think, that our central banks would 
have been better for larger areas. A further point of difference 
between the two systems is tliat in Germany membership of a 
central bank, tbougli originally including many individual 
shareliolders, is now almost entirely "confined to societies. In 


The III j lull Svstcir. 
paml, 


* ExcluJiiig 3 8i*ecifll trading hanks affiliated to tbe Haiffeiaen Federation, 
•faragTapli 24 (a). 

.« 

* Tisere are at present (lt)21) 13 branebea. 
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1922 individual sliarehloders were less than 7 per cent, of the whole 
compared with 76 per cent, in India, In most German central 
banks only the members of committee and of the l)oard of supervis- 
ion are admitted to meml)ership. This is the sounder practice of 
the two, as the individual shareholder is apt to introduce an 
element which is often the i*everse of co-operative ; and as the 
control of credit becomes increasmgly important, the presence 
of this element in the very centre of the organisation may 
become a source of danger. It was seen in the last chapter* 
that banking and control, though separate in organisation, should 
be closely interlinked. Tliis postulates idwitityof aim. Tlie 
individual shareholder may make this difficult, unless he is in a 
.small minority. In the Punjab the danger is not so gfcat as 
in some parts of India, for only 25 per cent, of the shareholders are 
individuals, but in many banks the proportion is still too high. 

SB. In the Punjab, central hanks are sometime.s tempted 

Shoiai.i Central and there is, so far as I am aware, 

traje ? no fixed policy on the subject. In Germany 

it is now an accepted principle that a 
central bank should stick to hanking and leave all trading 
to be done by a separixtc agricrdtural wholesale society. This 
principle is oi\ly seriously challenged in Bavaria, where the 
old practice of combining banking and trade still survives. Com- 
bination is defended tliere on the ground that banking and 
trading should support each other, and that, .a separate trading 
wholesale society is likely to develoj) too indepondeirt and com- 
mercial a spirit. There is something to be said for this point of 
view, and the best example of it is tlie Bavarian Central J3ank at 
Munich, the second largest Central Bank in Germany with 2,7U!t 
members. 1 1 has a network of 117 granaries,® mostly ehn'ators, 
and in 1019 its turnover for sale and supply amounted to over 
£900,000.' It is much the largest single sale society in Ger- 
many. Its directors are strong adherents of the system of com- 
bination, but everything is done to minimise its dangta’s, as 
the bank has a separate depai’tment in charge of an expert for 
each of its principal activities 

There are two main objections to combination. Birstly, it 
is said that a bank should be run by a banker and a trading 
concern by a trader. The Bavarian Central Bank shows, 
however, how this objection may be met. The second objection 
has moi-e force. Banking, it is urged, is too delicate a business 
to be combined with trade, and trade too risky to be combined 


* Paragraph 30. 

* Set* paragraph 74. 
*180 minion marks. 
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with banking. They are indeed totally different forms of busi- 
ness. Thev were originally combined in the Raiffeisen Central 
Bank, but ‘separation finally came in pll, mainly because the 
East of Germany resented the trading losses that had been 
incurred in the West*. Wlien ba nking and trading are combined 
the temptation to milk the bank for the latter is difficult 
to resist and is apt to lead to speculative enterprise. But where 
they are separate, a credit limit is fixed for the ‘ wholesale * as 
for any other society, and special security is demanded if it is 
exceeded. Outside Bavaria, with tlie single exception of Frank- 
furt, separation is now the universal rule. It will be remem- 
bered from the last chapter® that unity of policy ar\d interest is 
secured by interlinking tho local union, central bank and 
wholesale through their direetoratos Tins arrangement secures 
the advantages of separation without the disadvantages of 
coinbination." In India I have little doubt that, outside the 
village, banking and trading should be kept apart. Our central 
banks mostly <lepcnd upon a single man, on whom it would be 
unfair as well as unwise to place a double responsibility. If, 
however, combinatiou is attempted, there should always bo, as 
in the central bank at Munich, separate Iwauches each with 
its own manager and accounts. 

b9. The most important and difficult function of a bank is 
the fixing of credit, that is to say, the deter- 
("aT” Un'iniTed' i-u- niiiiatioTi of the precise amount that it is pru- 
baity Sooietio:.. (loiit to Iciid to u particular client. An 

ordinary hank dealing witli all sorts and conditions of men inust 
judge each case on its merits. Eor a central hank dealing 
alnmst exchisively with societies scattered over a wide area, 
this is difficult if not impossible. Nor is it so necessary, as 
societies arc of fixed types and in each type money is reijuired 
for similar purimses. It is consequently possible to make ad- 
vances according to a tolerably fixed scale. The main distinction 
is between societies with limited liability and those with unlimit- 
ed. Eor the latter the method adopted by the Raiffeisen Central 
Bank, the largest central bank in Germany,® is as follows : — 

The total value of the property of a society’s members is 
assessed — 

(a) by the central bank on tho basis of the property tax 
which evei'y German pays, and 


’ lu 3 brar.cbtis, two in Uavaria and one at Frankfurt, evparation baa not yet boon effected, 
8 Paragraph 80. 

» It baa over 5,000 member eocietiee. 
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(b) by the committee of the society according to their own 
valuation. 


Normally the maximum amount that will bo advanced to a 
society is limited to 10 per cent, of (a) plus 5 per cent, of any 
diflFerenee there may be between (a) and (&). This is called 
normal credit. J''or special reasons another 50 per cent, will be 
given. This is called abnormal credit and is subject to a slightly 
higher rate of interest.^ 


It will be seen that in fixing these credit limits only the pro- 
perty and not the character of the members is taken into con- 
sideration ; nor is any account taken of whether the society is 
good or bad. It is assumed that a society’s character is loo in- 
definite to form a basis for credit. In the central bank at Bonn, 
where the same system is followed, a socie^^y’s character is con- 
sidered to the extent that before an advance is made the society’s 
last audit report is referred to, and if it is unsat iwf'aetory and 
the society fails to set things straight, all credit is refused. The 
Bavarian Central Bank goes further. Character is carefully 
considered and, as its manager said, “ we want people to know 
that if they irork well they will got more.” This is the system 
followed in tJie Tunjah and appears to me the sounder of fJietwo, 


(/>) 

Si cietic.s. 


Lisibility 


Societies witli limited liability are advanced up to 75 per cent. 

of the total value of the liability, provided 
that, the members are considered good for 
the full liability * undertaken. A society 
therefore cannot give more credit by the simple proce.ss of in- 
creasing its lial.ility, unless it can satisfy the bank that there is 
a sufficient backing of property behind it. Tins is an important 
point, for societies with limited liability in the Punjab arc apt 
to think that if they want moro: money it is sufficient to increase 
their liability, regardless of their luombers’ resources.^ 


40. In India central banks were formed to raise the money 
.... , ^ , needed by impecunious village societies. In 

Hanks. (Tcmiany, on the other hand, thong Ji this was 

also an important object, a principal func- 
tion in many cases was to distribute the surplus deposits of the 
more prosperous village banks amongst the more needy. The 
West of Germany always had more money than it wanted, the 
East always too little. The one therefore fed the other. Since 

^ The Uavafiari Ceatral Bank only allow:» up to 5 percent, of (a; and for loariin above thi*) 
amount requirra spoc'al security. 


^ The IhivarSau Central Bank lends up to half the amount of a society's sbireo ipltal and 
reserve plus l-4th of the total liability undertaken by its members. 

» C/ paragraph 17 (a). 


e2 
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the war, however, the main function of central banks has been loss 
the dispensing of credit than the absorption of deposits which have 
welled up from every part of Germany. In 1919 the 25 central 
banks had over £20,000,000^ in deposit from their 18,000 member- 
socioties, and loaned no more than £2-| millions.® The reason 
for this has already been explained.® 

.Only a tirst-rate hanking system could have absorbed 
such large sums without being glutted. Now that the tide is 
turning and the demand for money increasing, this immense 
reservoir of deposits will be a source of strength and a polnnt 
means of development. Its importancti to the village bank has 
already been noted and it applies to every class of rural society, 
for central banks are the main arteries of the wlioh* agricultural 
co-operative system. 

1-1. Owing to the great inerease in deposits, the proportion 
U itio of siiaro shai’c Capital and reserve to de]>osit$ has 

and Vesorie to novositr sunk in Central banks to less than 2 per cent. 

In German commercial banks it is said lobe 
no more than 4 or 5 per eent.^ and in English banks it is, 
I believe, much lower than before the war.® The remedy is 
to increase shar(> capital and reserve, and in many oases tliis is 
now being done, ivfost of the central bank authorities I con- 
sulted considered that the ratio should he not loss than 10 per cent. 
To them the present state of affairs is a matter of some conoeru. 
Eut so high an authority as Dr, Seelman, the ViooPresident 
of tlie llaiffoiscn Central Bank, saw no r<‘ason for alarm, as fluid 
resource was ample and a co-operative hank, owing to the con- 
fidence! inspired, was in little danger of a “ run.” Consequently 
he thought it unnecessary for a central hank to maintain so high 
a ratio as a commercial bank. In the circumstances, the cen- 
tral banks in the Punjab with a ratio of 24 per cent, have every 
reason to congratulate thomselve.s on their strong po.sition. 

42. Large as deposits are, fluid resource seems to be ample. 

^ Owing to the peculiar circumstances set up 

bv the war it fa difflcult to judge iior.ual 
practice in the matter, hut it w'as clear from . my enquiries that 

^ Over 4,000 million marks. 

* For the RailTcisen Central Bank the are even moi-e striking. 

Loans to 5,121 membera-socities :fi30,000. 

Deposits ... £0,000,000. 

* Paragraph 4 (Chapter 1). 

* At the cml of 1930 for the eight laTge.it com lercial banks* ah ire capital and reserve were 4 
per cent, of liabilities (63, 84(6 million marks)*-See..jSco»om*«^ lOth July 1921. 

» in March 1921 for the five largest banka It varied from 6 to 7i per cent. 
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the recommendations of the Maolagan Committee on tlie sub- 
ject would not have been endorsed. Dr. Seelman considered it 
sulBcient to keep fluid 25 per cent, of the amount on deposit at 
call, as it is a well-established fact that co-operative deposits ‘ lie ’ 
well. Another high authority thought oiroumstantjos ami seasons 
too variable for a fixed ratio to be prescribed. JVl’uch depends, 
too, on what is reckoned as fluid. In the Punjab we include 
Government securities. This I understand is opposed to English 
banking practice, as the Bank of England would not necessarily 
lend on them in a crisis. Tf there is any doubt in the matter in 
India, itwould be as well perhaps to have a definite understanding 
with the Imperial Bank. In comparing India and Germany, it 
should l)c remomhered that every German central bank basin its 
immediate noighbourliood one or two large commercial banks, to 
which in an emergency it can turn for assistance. Less cover 
therefore need he maintained than in India, whore banks are 
forced to rely more upon themselves. 

43. I visited four central banks in Germany, but it is 
... ,, . , unnecessary to describe them in detail, as 

several typieal instaiiees are given by 
Mr. Caliill in bis report on Agricultural Co-operation in Ger- 
many.' Tlie following points, however, are worth noting : — 

(1) Dividends are usually limited to 5 percent. 

(2) Loans to soeiedies are m:id(.' at tl to o}, per cent. As 

in the case of village banks,'® the margin between 
the borrowing and lending rates is narrow and does 
not usually exceed 1 ))er eoiit. In India the 
corresponding margin varies from ].} to 5 per cent. 

• (3) Most societies dealing with a central bank have a 
(lash credit account. In that case a loan Avill only 
be taken for a special object. 

(4) Conijiound interest is charged if necessary, in this 

respect the Punjab central banks are more co- 
operative than the German, 

(5) Cheques are cleared both for societies and their members. 

(6) No control is e.xercised over client societies. This is 

left entirely to the local audit Union.'* 

' Page 144. 

® :^c pnragraph 14 (^). 

* ifee paragraplj 'iO . 
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(7) All banks have managers well trained in banking. It 
is a weakness of our central banks that the paid 
staff has so little knowledge of banking. The 
larger and more prosperous banks could certainly 
afford to employ better men than most of them 
have at present. 

(h) The promissory notes of societies are not discounted. 
In Italy this is done to a considerable extent, not 
by the ordinary joint stock tanks, however, but by 
co-operative or semi-co-operative’ banks. 

44. Before leaving German central banks the question of 
, an apex hank must be discussed. All banka 

require support. In England the large joint 
stock banks look to the Bank of England. In Germany the 
Schulze-Delitzsoh banks have made a special arrangement with 
the Dresden Bank, one of the five great commercial banks in 
Germany, The 24 central banks affiliated to the Imperial 
Eedcration find their apex bank in the Prussian Co-oi^erative 
Central Bank wliic-h is a State liank. The ilailfeisen Central 
Bank used to deal with it too, but a difference of opinion, com- 
bined with the natural reluctance of BailVeisen society to accept 
support from Government, led to the transference of its custom 
to the Dresden Bank. In India an apex hank will ultimately 
he required, but opinion is divided as to the form it should take. 
The experience of Germany may tlicrefore be of value. 


4D. Though I visited the Prussian Central Co-operative 
■ri. „ • o . , Bank at Berlin, 1 do not propose to de- 

operative Pauif. 8cribe it jii any actail as tins has already 

been done elsewhere^. A few points, how- 
ever, may be of interest. £750,000'* or all but a, small fraction 
of its capital is supplied by the Prussian Government, and though 
the bank has an independent legal status it is in effect a State 
bank, and all its 400 officials are Government servants. ETfly- 
three"* central banks and associations embracing over 16,' 00 co- 
operative societies and If million co-operators deal with it, 
and in addition about 30 wdiolesale societies. Its deposits total 
£2,000,000 and almost the same amount is invested in Treasury 
bills and bills of exchange. These figures sufficiently indicate 
the extent of its business and its great importance to the co- 
operative movement. 


Dnlike the Bank of France, which is bound by an agreo- 
nJent w ith Government to make large advances to co-operative 


*8eefo'tnotc to paragraph 48. 

•Wolff People^* Pankf, and Cahill. 

•150 million marks. 

«30 are loralj embracing 13^971 sooieties and 1} million members. 
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societies at nominal rates, the Prussian Bank, with T think 
greater wisdom, charges 5 to 7 per cent, for its loans. On the 
other hand to any one seeking an argument in favour of co>opei-a- 
tive management, it is significant that the maximum rate of the 
Raiffeisen Central Bank is only 5 per cent. In spite of its com- 
paratively high rates the Prussian Bank has unquestionably 
stimulated growth, just as, to compare small things with great, 
the rapid progress of the last three years in tlae Punjab is largely 
owing to the financial assistance so lavishly given by the more 
prosperous central banks. In the earlier days of the movement, 
when it was still financially weak, many societies had little 
security to offer beyond the liability undertaken by their mem- 
bers. As this was a form of security that ihe commercial banks 
did not understand, tlie Prussian Hank was founded in 189-> to 
fill the gap. For all societies requiring financial support it has 
certainly answered its purpose, hut now that the German*‘ Gov- 
ernment is in financial straits the danger of relyinc’ upon it is 
apparent. It is accordingly suggested (hat it should he amalga- 
mated wi h the Bailfeisen Central Bank. If this is done Co- 
operation in Germany will secure an alnicst ideal apex bank. 


46. Meanwhile, even in the ranks of the Imperial 
.. c. . T. . Federation, I found no great enthusiasm 
lor a State bank. It was freely adriiitted 
that financial support from Government should only be taken 
from iu'cossity, that a Slate bank tends to bo rigid and bureau- 
cratic, and that it is liable to interfere in co-opera’ive matters 
that it does not understand. The fun her mdl icism is also 
made that Governmeiit officials cannot have a real co-operative 
feeling, and that they Imk sympathy with the s nailer folk 
wlio are the rank and file of the movement. The criticism 
is, I think, just. It is not that Government officials are con- 
stitulionally incapable of understanding Co-operation — India is 
conclusive evidence to the contrary — but ignorance of what it 
means is profound, and some training is necessary before its 
objects and methods can be appreciated. Nor is the co-operativ'e 
spirit likely to flourish in an atmospli(*ro which is not saturated 
with Co-operation. This could hardly he found in a State bank. 
In Germany it is secured by bringing Union, Central Bank and 
Wholesale together under the same roof, an excellent arrange- 
ment which should always be adopted in India. 


47. So far as a State bank for India is concerned, it is 
unnecessary at present to express a de^ 
^The Apex Bank for In- finite Opinion. The experience of Germany 

shows that there is much to be said 
against it. The experience of Italy, as will be seen in a moment. 
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is even more unfavourable. The alternative of dealing with a 
joint stock bank is also open to objection, for capitalism is the 
basis of all joint stock enterprise, and Co-operation and capitalism 
do not sj)oak the same language. A possible solution, perhaps, 
would be to bare a co-operative apex bank for the whole of India 
and to link it, under Government control, to the Imperial Bank. 

48. In finance as in general organisation Italy is in sharp 
contrast to Germany. There are no points 
on Avliich the German system is stronger or 
the Italian weaker. It has already been observed that progrcs.s* 
in Italy has been brought to a partial standstill for want of a 
good central hanking system.* Central hanks in either the 
German or the Indian sense do not exist. The Socialists 
founded a hank in 1904 which now mainly confines itself to the 
district of Milan,' and the Catholics have recently (101,9) started 
the Bank of Lal^our and Co-operation to finance their societies 
throughout Italy. It is too soon yet to judge this stripling bank, 
but it has made a vigorous start.^ There are many other co- 
operative or somi-co-operalive banks scattered over Northern and 
Central Italy such as tin* well-known People’s l)auks, wliieli 
assi.st co-operative societies in their neighbourhood ; but there is 
nothing at all correspouding to the GeianMii central banks which, 
like a good canal system, make it po.ssible for money to flow 
Avborever it is needed. One small but significant couseqneuee of 
this is that, whereas no tJerman village bank charges its-members 
more than 6 per cent, for a loan, in Italy the rate may be as 
high as 8. or 8| per cent., tliougli the commercial rates in both 
countries are a})pro:iiinately the same. 


40. To fill the gap a bank called the ‘National Institute 
of Credit ’ was founded in Rome in 1918 to 
finance the whole co-operative moveinent 
irrespective of party. Though technically 
not a State bank, it is subject to close Government control and 
four-fiftlis of its funds are supplied by the State It is significant 


Tlie Xational Institute of 
Credit. 

(a) It? finance 


' Soe i)aragrai)h3 6 and 21 . 

®Tbc Inslitiitij of Crodifc, not to bo confounded with tlie Xational Institute of Credit do* 
scribed below. The Socialist Federation now pr^ipoaes to cnivert It into ii national, opposed to 
a district, bank to finance the whole of tbeir inovement throughout Italy. It would then became 
“ la Ottssci dcdlc org-^iuiz'/ayAoni prolotarm — sjcc hi. Coopara-nops Italians, dated 25th Fy:>ruary 
1021. 

ia not a co-operative society in law, but it claima to he oao in aim and spirit and has 
limited its dividend accordingly. Its idquartera are at Milan and it has five brdmihcs including 
Home, w’hich i» the headquarters of its legal deparimont. At present (January 1921) it ha* 
only 55 sharoliolders, 17 co-operative audit Unions and 38 miscellaueous banks of which 
only half are co-openttlve Rocioties. It* capital is d million lire (about J67f),009), and so far 
depa^its only totsl lialf that sum, which shows that it has still to secure public confidence. 
Money is raised by getting societies’ promissory notes discounted either by its sliaroholdcr l»anka or 
by the National Institute of Credit. In this v/ay the bank was able to advance about 60 million 
lire (£760,000) iU iirat year. 
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that its deposits last December (1920) amounted to less^ than 
£400,000.’ It is now proposed that Q-overnmont should provide in 
all £2i mi lions of capital, in which case the ‘ Institute’ will be 
not unlike the Prussian Central Bank at Berlin.® But, whereas 
the latter lends only on approved security, the ‘ Institute 
frequently l( 3 nds on what most banks would not regard as scem’i- 
ty at all. ’ Loans ai-e made to consumers societies on stock winch 
is constantly changing hands, to co-operative farms on crops 
and cattle which may be here to-day and gone to-morrow, and 
to Labour societies on the moral guarantee of their inomliers. 
A good instance of the latter is a loan of £125,OOo*to a co- 
operative Union (consorzio) of Labour societies in the first year of 
its eKistenco. The Catholic hank works on the same^ principles 
which are adequately su mined up in the remark ol one ot its 
officials that the basis of credit is ‘need not security.’ The 
remark clirows a flood of light upon the rapid developuient ot 
co-operation in Italy since the Avar* 

It must not of course he supposed that all loans are made on 
security so slender as that described. At 
(7;) Miscellaneous aefiv '• the .same time a considerable proportion 
seemed to rest upon what Avas little better 
than a moral guarantee. In a good soedety no seourity e.-iild ho 
better, hut, on the other hand, no security is more difficult to 
judge. Consequently both the ‘National Institute’ aid the 
Catholic bank are obliged to employ a touring stall to inspect 
and, if necessary, audit their client societies. Bngmeor.s and 
agricultiu\al ex,perts arc also maintained to assist and report on 
Labour societies. Training classes arc hold for co-ojnwators, and 
the Catholic bank .also doe-s prop.aganda ; ah of which is very 
far removed from the practice of the (.jcrman central lianks 
AAdiioh, as wi; have seeo, leave all control to the audit L iiiou. 
Ill Italy the Unions arc mostly of such recent growth tliat com- 
plete dependence cannot be placed upon them. Inspection and 
control arc therefore duplicated, addiiig to the tangle of conflict- 
ing metliod and organisation prevailing in Italy. 

' Viz.y 29 m 11 ion lire. . . . 

I’The' Institute Mjai now been recou^ftitutea with 15 Direetora coiisiaimor ol t) < f.ivep : moiit 
oflSoial't, B eo-operators atul 5 representatives of tbe bankinir institutions that have contnhiiroil to 
thecapltalcf the Bank. The do crnmoiit officials are appointed by the Ministrie.s Labour 
Industry and Agricaltnre, and by the Treasury. In the Dirtc iwate the throe, forces ot Govern^ 
nient, Co-operation and C.aphal are all eriaally repres uited. and none will he able dominate 
the others. As however Governmeot is to subscribe the bilk of the capital, it will liavo tae rieht 

of nominating the president ami th * two vico-pr aideiU.??, and the app.>ir)tm-.Mit of ih?? ihroct:)r- 

General will also be aabjcct to its approval. In ciuntrics whore the apex b ink iiaa to be 
financed by Government the new constitixtion has roach to rccoramend it. Li. Co optraziom 
ItalianOy 23rd September 1921. 

»10 million Hre. . - i j- 

*In 1.919 the Institute financed, directly or indirectly, 5,370 cv>-.')perativc scoieties. inclading 
3,621 consumers* sccietiesand 1,227 societies of Production and Labour. 
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If the question of a State bank for India were to be decided 
by the example of Italy, the answer would 
(c) u« vitioo as a S!ate unhesitatingly in the negative. Before 
“ ' the ‘ National Institute ’ was founded Gov- 

ernment gave little assistance to Co-operation. Now it *has 
become the one financial source upon which every branch of the 
movement, except the People’s banks and the rural credit socie- 
ties, has learnt to depend. With its 25 branches and its large 
su 2 iplie 8 of Government money, it promised to give Co-operation 
in Italy the financial canal sj-stem it lacked. Hundreds of new 
societies sprang uj), so to sireak, all along its canal banks and 
ploughed up their land in expectation of an almost limitless 
supply of financial assistance And now, owing to a half empty 
public cxe}:ef|uer, the canal has suddenly run dry. The danger 
of financial dej)endenee u])on Govornmont, which has already 
been noted in the case of Germany, could hardly find a more 
striking illustration. At an important conference of Socialist 
co-operative societies held at Milan last January (1921 ) 
to consider the situation, it was stated that Government 
bad declared its inability to act any longer as banker to 
the co-operative movement. By one delegate this change 
of policy was characterised as ‘ a direct challenge to liabour.’^ 
Another .speaker demanded a law savings banks 

. to invest part of their deposits in dnaucing co-operative labour 
societies. A third claimed financial assistance from Gos'ern- 
ment not as a privilege, Imt as a right. It was finally decided, 
firstly, that Government should again bo approached, secondly, 
that at the same time the Socialist party in Parliament should bo 
asked to apply jiolitical pressure, ami thirdly, that the possibility of 
founding a bank for Co-operation and Labour should be e.-iamined. 
Something of course must bo allowed for the natural warmth cf the 
Southern temiierament, bat the conference illustrates two impor- 
tant points. In the first place it shows that indiscriminate State 
help is demoralising, and secondly, that the only alternative to it 
isself-IicJp. If the suggested bank for Co-operation and Labour 
is founded, a step will have been taken in the right direc- 
tion. 


50. Under the bracing influence of Mr. Henry Wolff’s 
teaching it had become an accepted princi- 
I)le in India that State aid by loan or grant 
should be eschewed. Recently, however, 
there have been signs of a change of attitude. It is parti y^ 


St&tc Aid. 

(a) Italy and France. 


» * Una vera pro^ocaatoi e del movimento eperaio,* 
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reaction from too arreat insistence on a principle which cannot 
be accepted without reservation ; partly th*? missionary zeal 
of enthusiasts impatient to spread the gospel of Oo-operation, 
if necessary with the help of charity r and partly the influence 
of j'rance and Italy which have made lavish use of public money, 
the one to support, if not to protect, its key industry of agriculture, 
and the other to apply a sedative to the agricultural and 
industrial ferment caused by the war. There can he no (luestion 
that Italy is a warning rather than an example. The conference 
just described shows the had effects of spoon-feeding. Socie- 
ties have multiplied so fast that Italians themselves are nervous. 
Even the Birectov-deneral of the National Institute recently 
liad to warn his country men that they were lieading straight 
towards State Oo-operation ; and lie begged them to give up 
the uradu ss of believing that real Co-oporatioii could he spread 
simply by Government loan. ‘I think with grief ’ he says ‘ of 
all that Co-operation . . made without a half penny of capital . . , 
whicli expects to achieve everything on endlo.ss credit. I behold 
too with terror the s\v“arm of co-operative stores which for 1,000 
lire of capital expect 100,000 on loan, and which at the first 
shock must melt away, having neither discipline nor principle 
and Avhoso sole object is a little more sugar, and a little more 
macaroni in spite ' of the cheap food coupons.’’ The example of 
France is hardly more enoourging. In a recent report we are 
told tliat tlic ‘ rural credit societies have no independent life of 
their own ’ and that ‘ the credit moveraont has done little or 
nothing to encourage those moral qualities . . . which have been 
stimulated by the llaitleisen motliod in Germany,’ and even con- 
sumers societies are said to have been given lo.ans that they could 
probably have done without.* 

' Last yt^ar llifinlts to Govt-rament snbaitly bread w;w boirijr boU far below cist price. 

Tbe passage qnoted ia takca from Arturo Cam pirn’s L/r Ouila T)d Cnop^raforfi, page 19. 
It is aitfjiitlcaat tba- evou tbe leading Socialist co-operative organ in ariuouiicing the now consti- 
tution of the Natiofiol I ustituto described abovo admitUhut ‘this form of State or somi- State 
Co operation ).? not in accordnnee with th-! principles of Co-operation, which in tho most progres- 
sive countries cjnaklers itself obliged ro provide for its own needs by tho sMvings and tho sacrificei 
ol its members . — Ln Co-operazione 23rd September 

Uotbfold. Itnp*'essi 07 ii of ths Co-opcraiive Movement in F ranee and Italy, pages 15, 25 
and 35. 

In Ireland tho only aucietios that have receive I StaNs assistance, ci*., loans at alow 
rate of interest, are the credit societies, and those are the only sociotita that are languish- 
ing. There are doubtless aeversl reasons f or this, bat one of them Is that thanks to these 
Government loans their growth at one time was too rapid.— Sec Economic Journal, volume XXV'Il 
page 361. 

The case of pre-war Russia may ai-v) be cited. The Russian Credit Oo*op©ration ” we 

read ia almoBt entirely tho foster child of the Russian Government The peasant 

do not take much interest in these associations, which are only regarded as a means of obtaining 
aloao.”— 'JubiDff.—r^e Motement in pages.51 aad 63. 
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After this it is interesting, if not refreshing, to turn to the 
(j) Gfr.uain experience of Germany. All German 

authorities are agreed that self-help is the 
very essence of t he movement, and the school of thought repre- 
sented by the Raiffeisen Federation believes this with such con- 
viction that it ■will allow no compromise at all. The other school, 
represented in agricultural Co-operation by the Imperial Federa- 
tion, wliile accepting the Raiffeisen principle in theory, modifies 
it in practice Its whole banking system pivots on a State bank 
at Berlin, and most of its Unions before the war accepted assist- 
ance from Government. New types of co-operative effort, too, 
have frequently 1)een launched with the help of Government 
loan or grant. The granaries of Saxony, I’omcrania and Jlavaria 
are a good instance of this.^ In Bavaria this form of assistance 
has been carried furtlu-r than in any other part of Germany. 
Not ojily its granaries but its dairies and electricity soeietie*s, 
and the organisation oF land credit owe much to State aid. 


It is impossible not to admire the austere attitude adopted 
by the Raiffeisen Federation. It represents an ideal whicli we 
cannot 'oear too closely in mind, hoivover unattainable for tlie 
monienr in practice. It is also impossible to endorse without 
reservation the former policy of the Imperial J-’cileration. '\U(; 
have seen that the Federation itself is less inclined than it ivas, 
before the war, to depend upon a State hank. Moreover, it is 
well known that a large amount of puldic money was wasted on 
granaries that uUimatcly failed. Further, recent e.xperionce lias 
shown that great progress can be made even when State aid is 
no longer given. In two years (1919-20) 10,000“ societies have 
been started. Tn one field State aid is still freely given. New 
house-building societies arc being heavily subsidhed and the 
result, tliough on a smaller scale, is precisely the same as in 
Italy.'^ Societies are .springing up like mushrooms. Many 
have no chance of success aud all are started in a hurry. Lavish 
public grants in fact arc a mistake. They produce the same 
effect that larges.se producc-s upon a crowd. 

In Germany Co-operation has now' attained its majority and 
. no longer needs support. In India it is still 

in its minority. Official control is therefore a 
necessity, and the country is so vast and its population relatively 
so poor, that large assistance is required for organisation and 
development. Moreover, new forms of co-operative effort are 


' Tho prussiau Govonnnent aUotted.£a50,OLO ia 1896 aud 1897 to the building of 33, 
granarieB. 

a The net increase Is much lesi owing to liquidaliouB and loss of territory, see Introductiou,. 
paragraph 2, foot-note. 

» See paragraph 120. 
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being tried, and experiments requiring sul)stautial capital have 
to be made. In the kindred field of agriculture experimental 
farms are maintained at Government expense. In Co-operation 
experiments can only be made with living societies. If in the 
one case public expenditure is justified, it is equally justifiable 
in the other. Co-operative granaries, land mortgage banks, hou so 
building and electricity societies arc oases in point. But 1 
venture tentatively to lay down throe conditions of financial 
assistance : — 

(1) A reasonable rate should ))e cliarged for loans, other- 

wise the experiment will not he fair. Cheap loans, 
too, are apt to be wasted. 

(2) To mitigate any pauperising effect, help should if 

po.ssihle l)e given through a central hank rather than 
to a primary society direct. 

(3) Only experiments should be assisted, and once the 

e.xperiraent.al stage is passed no further help should 
be given. 

rinally, it may be said that the ro.ore assistance Goveniiuent 
gives to organisation and development, the le.s.s it should give to 
the purely btrsimsss side of the movcin(!nt. In a oountry like 
India the principle of self-help caiinot l)i> too jealously guarded.^ 

An aspect of State aid that cannot he outirely ignored is the 
clanger of political ‘log-rolling.’ We have 
seen liow it was decided at the Socialist Con- 
■ fererice in Milan to bring political pressure 

to bear upon Government through tho Socialist party in 
Parliament. Co-operation in Europe is more and more being 
drawn into the whirlpool of politics This dangerous teudency has 
already been discussed.® Moanwliile it is sufficient to say that 
when Co-operation and politics arc* allied. State aid may only too 
easily become a lever of party politics. India has, 1 trust, notiiing 
to fear from this at present, hut forewar)iecl is forearmed. 

* It is worth noting tbni in DenmfArk, where, agricnltnral Co-operutior. has probably beor. 
carried to it iiiglier pitch than in any othiT country except C5ermMny. hardly any State aid has been 
given. 

3 Introduction, j>aragraph 11. 



CHAPTER IV.— Supply and Sale Societies in Germany/ 

51. it is now a truism of rural economics that for the 

. smcdl holder Co-operation is a necessity, 

suppy vocietiei. Without it he lias to buy all he needs for 

his industry at retail prices and sell all he produces at wholesale. 
On such lines no modern industry could prosper for a day, and 
agriculture is no exception. This Germany began to discover 40 
yeftrs ago, for she is only less a country of small proprietors than 
the Punjab. 48 per cent, of her holdings are less than eO acres 
and in many large tracts the percentage is much liigher. This 
explains why the co-operative supply of agricultural require- 
ments is so widely developed. In 1914 the value of the 
goods supplied through the agricultural wholesale societies of 
the Imperial Federation alone amounted to over £10,000,000, 
If, at a moderate estimate, wo assume a 10 per cent, 
saving due to co-operative organisation, the benefit to agri- 
culture on this single account amounts to £1,000,100. Since 
the war, owing to the phenomenal rise in prices, ‘supply and 
sale’ societies, as they are called, have multiplied in hundreds. 
588 were started last year, and there are now (April 1921) 
over 4,000 societies. In addition 80 to 90 per cent - ol nearly 
19.000 rur'Ji credit societies do ‘ supply The importance of 
the subject is therefore evident. 

52. The Supply and Sale Society may have either limited 

, „ or unlimited liabxlitv. The former is in- 

toTin am um ions. crcasiiigly adopted, but 40 per wnt. still 

have the latter, and every month sees a few' more added to their 
number. There can he little doubt, th ougli, that for a trading 
society limited liability is bettor, and it is now universally re- 
commended. In size the Supply Society tends to he a little 
larger than the village bank. Figures for over 2,00v) societies 
in 1918 gave an average of 114 members, and the same figures 
showed that 75 per cent, of the working capital was borrowed. 
The principal articles supplied are manures, feeding stuffs and 
coal. Seed and machines are also important heads. Since the 
war, textiles and household necessaries, such as shoes, liave come 
to be included, but groceries and provisions are still generally 
left to the local shopkeeper. Unlike Italy and Ireland, busi- 
ness is mainly wholesale and the co-operative village shop is 
rare. For political purposes it w'as not desired to oust the 


'A supply a;:oieiy U a society for the supply to its members of their profei^sional roquire* 
ments, i.e., all Articles rexjuirovl for tho carrying on of tboir industry or trade. It unis': bs dis- 
tiDguished from a store whese maia object is the supply of bousehol i reqaireineuts, e.^,, food 
and olothes.^ 

Chapter I, paragraph 9. 
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retail trader, whose support was needed by the party to which 
the bulk of the peasant proprietors belonged ; nor was it neces- 
sary, as competition has prevented the exploitation of the vil- 
lager so common in India. On the whole, the system followed 
is not unlike ours in the Punjab, though the business done is 
infinitely greater. A main reason for the latter is that German 
agricultirro is far more advanced. There is nothing that illus- 
trates this better than manures. In 1919 nearly l| million tons 
were supplied through co-operative wholesale societies, whereas 
in the Punjab I doubt if a single ton was bought. 

53. The methods of supply societies are probably much 
The System. saiuc everywhere. Goods are supplied 

, , ' at the lowest possible price and no rebate 

is given. Pelore tlie war, when prices were 
lower, the contrary practice of market rate and rebate was often 
followed, and a few of tlie larger societies follow it still, charg- 
ing, however, something loss than the market rate. But with 
most societies the main object is to reduce tho overwhelming 
rise in price. Credit is freely given. Audit Unions oppose it, 
but in agricultural supply it is inevitable, and all that can be 
done is to restrict it. In Bavaria it is commonly allowed till 
the end of the year, but after a short jieri'id of grace interest is 
charged. Prices are slightly reduced for cash. Before the W'ar 
cash payments were rare, but now that money is more abundant 
and demand exceeds supply, it is easier for societies to insist 
upon cash. The Imperial I’ccleration opposes crelit for more 
than 6 months, and considers that for a longer period a loan 
should be obtained from the local village hank. 


Another point in which some indulgence is unavoidable is in 
regard to non-members. In principle deal- 
witli non-iueuibers aro not allowed, but 
it is a principle subject to exception. In one 
society visited 25 per cent, of the whole business was done with 
them. But this is unusual, and, as a rule, only surplus stock is 
sold. A tax, which is imposed upon societies dealing habitually 
with non-members, acts as a useful chock. 


Various methods of ordering goods are followed. In two 
(c) Tho Imient System. socicties I inspected in the vineyard coun- 
try of the Moselle an orderly or chaprasai 
goes round to collect orders, and when the goods arrive he is sent 
out again to proclaim the fact with voice and bell. Members then 
fibek to the local station, and goods are cleared at once and paid 
for when their wine is sold. This is certainly the best system for 
.the small society. In some societies indents are only taken when 


V 
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prices are exceptionally higli. In otliers, and this is probably 
tho commonest practice, goods are ordered at the discretion of 
the committee. In one society’s store I saw unsold a. large 
consignment of nicotine, which had been ordered for treating 
the vines against fungus growth. The president admitted a 
little ruefully that it had been ordered by the committee on 
their ou'n responsibility, and that members refused to take it 
as it was too dear. The result was a loss of £126^ to the 
society. It might be sxipposed that this is a warning to order 
only upon indent. In a neighbouring Society, however, I found 
precisely the same thing had happened, only in this case the 
nicotine had been ordered upon indent. In spite of this 
members refused to take it. Tho president admitted 
that technically they could be held to their indents, 

* but * he added, ‘ it will only make bad blood and there has 
been war enough without bringing it into our society.’ In 
yet a third society I came across more unsold nicotine. It was 
evident that the neighbourhood had had an experience simi- 
lar to onrs over ‘ jowar ’ seed in 1919, w^hich shows that even the 
smaller problems of Co-operation do not differ much East and 
West. 


64. dn actual society null now be described. I select a 


Sechtoin .Supply and Sale 
Society. 


recent one as it shows the latest typo. Ten 
miles from Bonn is the village of Scohtem 
with 1,350 inhabitants. Most of them own 


an acre or two of land wdiich is sufficient to support them and 
their families, as they w'ork and produce vegetables without 
ceasing. The local landlord is like a trout amongst the minnows, 
and with Iiis motor tractor cultivates his 600 acres on the 


most approved principles, a good example of what the large 
proprietor can do for the small when the two live in amity 
side by side. In 1919, when prices soared, he formed a supply 
and sale society and became its first president. Before the 
year was out two-thirds of the parish had joined, and now there 
are 160 members. Eacli takes a single share of 60 marks® on 
which there is a liability of 500. On the strength of this 
the local central bank has given the society a cash credit 
account of £600. Goods are supplied at cost plus 2 to 6 
per cent, for expenses, and so good a start was made that for 
the first half year the turnover was nearly £1,000. Seed and 
manures, shoes, stockings and tobacco, candles, margarine and 
herrings are the chief things supplied. * Supply ’ and distri- 
bution are combined, and it looks as if the society would ond 
in a shop. As it is, the groceries and smaller articles are kept 


* 5,000 marks. 

* Now worth about 5 ebillingB. 
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in a I’oom rented in a local shop and, by a curious arrangement 
which appears to answer, the shopkeeper sells the goods and 
is paid 2 per cent, on the turnover. As is so often the ease in the- 
Punjab, the heavier goods are stored in the president’s house. 
When the demand is uncertain, goods are ordered on members ’ 
indent, no price however being named ; otherwise the committee 
decides. Members are allowed credit, but after a month’s 
grace 8 per cent, has to be paid. In larger societies credit limits 
are fixed, but in this one, as every member is well known to 
the committee, each case is decided on its merits. Sureties are 
only taken in doubtful cases. 

In addition to ‘ supply ’ members’ fruit and vegetables are 
bought and sold. 24 different kinds have been handled. Por 
produce of poor quality a little less than the fixed price is 
paid. Otherwise there is no attempt at classification. A 
special man is employed for sale. The first had to be di.smissed 
for dealing with members on his own account. The latter are 
not obliged to sell through the society. Sale has been greatly , 
facilitated by a large contract for vegetables with a munici- 
pality 100 miles away. £30 of the profit was returned to 
members in pro 2 Jorlion to produce delivered, and £5 was 
subscribed to a local school. On one occasion the society to 
obtain manure had to suj)ply potatoes in exchange. So .do 
hunger and necessity lead us back to barter. The president says 
that the society lias lowered cost by 20 jier cent, and given 
members 10 jicr cent, more for their produce. The local shop- 
keepers, too, can no longer charge as they please. An irrelevant 
but interesting point is that the president has recently lost 
23 head of cattle from foot and mouth disease, which shows that 
India has no monopoly of this kind of misfortune. Hut there 
is one great difference. The president’s cattle werck all 
insured. 
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MiBcellancous Points. 


Before we leave the subject of supply societies a few 
points taken from the model by-laws of 
the Bonn Audit Union are worth noting— 


(a) Goods may not bo transferred. This is a useful 
rule as members have sometimes been tempted in 
the Punjab, and probably in other parts of India, 
to dispose of their goods to non-members at ^a higher 
price. 


(6) Members whose business competes Avith that of the 
society cannot be on the committee, 


(c) All profit must be carried tc reserve till the latter 
amounts to £100.^ 


' 20,000 inarki. 
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(rf) When a society has a warehouse or other premises 
requiring an outlay of capital, withdrawal from it is 
subject to 2 years’ notice, otherwise to 6 months. 

(e) All credit accounts must be secured. We hare seen 
that at Sechtem security was only taken in doubtful 
cases. 

A further point is the importance of regular stock-taking. 
This is invariably done at the end of the year by the committee 
and the board of supervision acting together. Audit (Jnions 
would like to see it done twice a year, but few societies, are 
equal to this. A further check is made by the auditor, but 
unless there is something obviously wrong, this is more a 
matter of accounts than of actual check and weigh ment of 
goods. The two committees on the other hand are supposed to 
count and weigh everything. In India this very necessary 
precaution should never be neglected. 

>56. In the chapter on federations it was said that, when 
a society i, formed, iU. affiliated to a local 
societien. Audit Umon, a Central Bank and an -Vgri* 

cultural Wholesale Society. In India 1110 
same procedure is followed in regard to Fnion and Central 
Bank, but the ‘ W holesale ’ is unfortunately lacking. This is 
the cardinal difference between the tvv'o countries in the matter 
of sale and supply. At the beginning of 1920 Germany had 
30^ agricultural wholesale societies and in addition, as we have 
seen, two central banks with wholesale departments. “ The im- 
portance of this difference is obvious. It means that in Gerinaiiy 
the inexperienced village society is not dependent upon the 
uncertain knowledge and experience of its president, mana^-er 
or secretary for either purchase or sale. It means, too, that it 
secures the full advantage of the most expert and wholesale 
buying. In trade even more than in banking large scale 
business pays. In India supply and sale must remain com- 
paratively insignificant till the ‘ Wholesale ’ is estab'lished. 
It is therefore matter for regret that the first experiment 
recently made at Bombay j)roved a failure In further experi- 
ments it should be remembered that a proper business equip- 
ment is essential. Co-operative banks may achieve success 
without it, as in India at least they have only to reckon with 
the isolated moneylender. A ‘Wholesale’ is different. It has 
to compete on equal terms, and at first with far less experience, 
against all the resources of the highly organised middleman! 
The success of the German societies is largely due to the fact 
that no expense or effort has been spared in their equipment. 

*22 affiliated to the Imperial Federation and 8 to tie Raiffeisen ^ 

sParagmph 88, 
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Ihis is particularly evident in their managers, who are all trained 
men of business and of a type that may, I fear, be difficult at' 
first to find in India. 

67. I’or finance a wholesale society depends mamiy upon 
the local central bank, which allows it a 
cash credit account up to a definite limit, 
the amount of which is based upon the value of the liability 
undertaken by its member societies. If this is not sufficient, 
good security must be provided. A well run society does its 
best to reduce borrowing by giving as little credit as possible. 
The simplest method, where a client society cannot pay casli, is 
to have an arrangement with the local central bank, by which 
the society’s cash credit account can be debited with bills in- 
curred, up to the limit of the account. But if a society has 
no account and its liability is unlimited, the total value of its 
members * property is ascertained, and credit is allowed up to 
10 or 15 per cent, of the amount. This at least is the method 
followed by the ‘ Wholesale ’ at Coblenz. 

58. As further experiments must sooner or later be made 
„„ . „ in India, some account of this ‘Wholesale’ 

The A gr: cultural 'W hole- , ' . -rj n i t 

su'ile ’ at Coblenz, may be given. It Avas lormofi in 1919 by 

an amalgamation of the throe ‘ Wholesales ’ 
in the Bliine Province, and is a good’ example of the tendency 
of the Imperial and Raiffeisen organisations to draw closer 
together, as two of the ‘ Wholesales ’ belonged to the former 
and the third to the latter. The new society now operates 
throughout the Rhineland, a province with about 7 million 
inhabitants. Its paid-up capital of £5,000^ is divided into 
1,000 £5 shares which carry no further liability. Dividend 
is limited to 6 per cent. Any further surplus is distributed 
by w^ay of rebate which the first year amounted 'O half per cent. 
This cannot be large as an average of only 3 per cent. Is added 
to cost price. So far as possible, societies are supplied with 
goods direct from the source. Articles which cannot be ordered 
in sufficient bulk are stored in local warehouses of which there 
are 15 in different parts of the province. Goods in constant 
demand are kept in stock, otherwise the indent system is 
generally followed. Societies are not obliged to order their 
goods through the Wholesale. The manager thought this a 
mistake, as there was nothing to prevent societies rui.ning up 
accounts elsewhere, a practice likely to prove embarrassing 
where credit has to he given and a limit fixed. The extent to 
which credit is allowed has already been described. Six per 
cent, is charged on accouncs not cleared within a fortnight. 


^One million marks. 
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In 1919 goods to the value of £500,000 were supplied, but 
6 to 10 per cent, of this was on account of non*members, who 
are allowed to deal with the local warehouse though at a higher 
rate. Produce, notably potatoes, is sold for members of affi- 
liated societies. This is done if necessary, in co-operation with 
other provincial ‘ Wholesales ’. The produce to be sold is 
concentrated in the local warehouse, and sale is effected at 
headquarters. The executive committee of the society consists 
of the managers of its four aifferent departments. There is the 
usual board of supervision, and once a year a general meeting 
is held in conjuction with the central bank. The president of 
the society is also president of tlic local Raiffeisen Union 
and manager of the centrAl bank. In this way the triple 
organisation of banking, trading and control is welded into a 
single whole. 


Centfal OrgAiiiaatton. 


59. Whereas the Raiffeisen wholesale societies have 
combined to form an apex ‘ Wholesale ' 
at Berlin, tJie other ‘Wholesales’ have 
only an Information Bureau. Though the latter has no funds 
of its own, it makes occasional purchases wlion unusually good 
bargains are to bo had. This can he done as firms usually allow 
2 or 3 weeks* credit, and the goods are di.spos»’d of at 
once. Tor obvious reasons it is not an example to be 
followed. 


60. 1 come now to co-operative sale. It is proverliially 

^ the most difficult form of agricultural Co- 

(a) Their cstout. opcratiou, and only where organisation 

is good and co-operative spirit strong 
can it be safely attempted. This is the experience of Germany 
as of every other country. Before the war co-operative 
sale was developing fast. In 191-1 the sale of grain and 
potatoes ran to six or seven million pounds.* Since the war 
State control has had a throttling effect, as co-nporator and non- 
co-operator have had to be treated alike. Even so, in 1919, 
1,400,000 tons of grain and potatoes wore sold. A more serious 
difficulty is that sale is now easy, demand far exceeding supply. 
Before the war markets were overstocked and Co-operation was 
almost a necessity. Co-operation is rooted in necessity, and 
when the latter no longer exists interest and effort slacken. In 
a village visited near the Rhine the wives of the local market 
gardeners, like the Arain women of Jullundur, used to go daily 
20 miles to Cologne and had to stop there the night in order to 
be up with the dawn for the morning’s market. A society was 
started, and they could all stay at home. Now, however, that 


'The figure for the Imperial Pederatiou Wholesales was alone nearly j66,COO,000. 
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vegetables are scarce, the purchaser comes humbly to tho village 
instead of staying superciliously in the town. The change is 
excellent for the cultivator, but bad for the society which is 
going downhill. 

A clear need is therefore essential, but it is not sufflciont. 

, . . There must be good managoment as well. 

Tho importanco of this, already stressed in 
connection with supply, cannot be exagger- 
ated. An American authority, writing of co-operative sale, 
states that nothing has done so much harm as ‘ low-salaried, 
inexperienced and incompetent managers. In Germany, 
too, good managers have been a difficulty. Many granary 
societies have come to grief because the inexperienced local 
man was preferred to the trained man cf business.^ And where 
good men have been appointed, they have too often been under- 
paid and consequently tempi ed to go elsewhere. Germany being 
one of the most honest of countries dishonesty is rare, though 
as we have seen® not unknown. 

A further point to he emphasised is loyalty. All are agreed 
, , ,, , , that it is vital to success, but authorities 

with tho Society 7 differ as to liow it can be secured. 

Some would have a by-law obliging mem- 
bers under penalty to deal exclusively Avith the society. Others 
oppose this as inimical to harmony and goodwill, nor do they 
believe it could be enforced. A third school would have the by- 
law as a reminder of obligation and as a weapon to be used in 
the last resort. The highest authorities are on the whole in 
favour of compulsion. But most of tho men on the spot are 
agreed that, by-law or no by-law, no poAver on earth can 
force the peasant against his will. Many societies have a by- 
law but, outside the vine-gro Avers societies, X did not meet a 
single manager or pre.sideat Avho had attemiited to enforce it. 
Good business methods, fair dealing and attractive prices are, 
it is said, the only passport to a member’s custom. In Bavaria, 
where tho co-operative sale of grain is carried further than in 
any other part of Germany, compulsion is noAV con.sidered impos- 
sible. Creameries are a partial exception. The Baiffeisen socie- 
ties apply complusion, but not tho others. 

In considering compulsion different kinds of societies must 
be distinguished. Eor tlie supply society it is unnecessary. 
For the ordinary sale society it is highly desirable but difficult 
to enforce. For the creamery, and any other form of producer’s 
society requiring an expensive plant, it seems to me a necessity, 
otherwise a disloyal mi\iority can place the whole society in 


^Powell, Co-operation in A^rtCAlhire, 7. 
>See paragraph 67 (a). 

* Paragraph 54. 
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jeopardy and heavy loss may be incurred. This indeed is what 
has recently happened to many creameries. Milk has been so 
scarce since the war that almost any price could bo got for it suh 
rosa. Large quantities have therefore been withheld from the 
creanieries wdiich could only offer the rate fixed by Government. 


61. As stated in the introduction^ the most important 


Dii’f ct Sale to tne Consumer. 
{a) Germany. 


problem confronting sale societies at present 
is the question of sale to the consumer 
direct. The rift between town and country, 


which has already been noted,® makes this almost a necessity, 
and it is indeed the only way to prevent both producer and 
middleman from exploiting the community. We have long 


been familiar with tlie middleman and Ins profiteering ways, 


but only since the war have we realised that the producer is no 
better. It is the combination of the one with the other that 


has bled the consumer white. In Germany tilings went so far 
that the town threatened to invade tlio country, and in one or two 
instances I believe tlie threat was carried out. It is tlierefore 


satisfactory to learn that in many places, notably in Thuringia, 
a beginning with direct sale has been made. In the llhinoland, 
too, wine and butter have occasionally been sold, and the ex- 
change of potatoes for manure in Sechtem will he romcrabered. 
From Bavaria comes a notable instance. A granary society on 
the Danube recently sold .50 wagon loads of potatoes to a number 
of consumers’ societies in a mining district 150 miles away. 
Bepresentatives of both sides mot. It was explained that the 
year before the minens did not get nearly enough potatoes (a 
serious thing in a country that could only get meat once a 
week) and that it had affected their output. The price was 
accordingly fixed at 20 per cent, below the current rate. But 
cases like this are rare and, as someone expressed it, sale to the 
consumer direct is still ‘ in the Kindergarten school.’ Its 
importance though is realized and both federations are bent 
upon developing it. The difficulty is the absence of organisa- 
tion. The middleman is often spoken of by co-operators as a 
parasite upon society. Actually be performs a necessary and 
often a complicated function. His elimination is undoeibtedly 
desirable, but it is only possible if an equally efficient organi- 
sation can be put in his place. Co-operative ‘ Wholesales 
exist on either side, but a bridge is needed to connect them 
The joint committee* of the four urban and agricultural feder. 


^Paragraph 12. i j c 

^Paragraph 32. In Franc© too there are signs of a similar rift (see Conacber ana bcolt s 
Keport on Agricnliure Credit and Orgaiiisniioa in France, 1920, page 19'i The cleavage is indeed 
a -striking effect of the war through a large part of Knrope. It is most marked in Kussia where 
it has been sharply aoceutuated by the revolui-ion— .Report of the CommUtee \io collact iofortni^ 
iio» in Itussia, 1921, page 110. 

*See paragraph 26. 
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ations is a preliminary step in this direction, but a single plank 
is not enough to span the gulf. 

Though in Italy even less has been done than in Ger- 
many, circumstances are in one respect 
more favourable, for whereas in Germany 
producer and consumer belong to different federations, in Italy 
they are ultimately united.^ Italy’s great disadvantage is her 
lack of organisation. This, however, she is endeavouring to 
create, and if she succeeds she may yet be the first to solve the 
problem, meanwhile her co-operative farms with their ever 
increasing yield give lier an opportunity denied to mo.st. 

In Ireland, as in Germany, ur1)au and agricultural Co- 
/, , , ^ operation arc divided. Urban develop- 

ment is ni tho JuinMs or the Co opcrativ'e 
Union (Manchester), and rural in those of the Irish Agricultural 
Organisation Society. These two bodi(?s, however, also as in 
Germany, are united by a joint board on which the Irish Agri- 
cultural Wholesale Society is represented, i'ut unlike Germany 
the latter acts as ‘ wholesale ’ for urban and agricultural 
societies alike, though tliis means little at ijresont as the urljan 
movement is still in its infancy.^ The hope, how'over, is 
cherished tliat Ireland’s special contribution to Co-operation 
may be to show' how ])roducor and consumer mav he reconciled. 
For Co-operation it is tlie master problem of the future. 

62 The most important and original form of sale society 
in Germany is the co-operative granary. 
This is dealt with in the next chapter. 
Milk and vine-grow'ers societies arc also 
The only typo that remains of special 
the market- gardeners society. There are 
The one I propose to de.scrihe is 20 years 
old and has 62 members, all residents of the village and its 
immediate neighbourhood. Holdings run from 1 to 100 acres 
with an averasje of five. Many of the members are artisans 
W'ho cultivate small plots in their leisure. As in Sechtem, no 
one may hold more than one share, but in tliis ease all profit 
goes to reserve or is spent on objects of general advantage. 
In 1917 £20 was applied to the purcliase of fruit trees which 
were distributed amongst the members. 

When the society was started, as supply exceeded de- 
mand, it was no easy matter for members to market their pro- 
duce. That gave Co-operation its chance. The position is now 
reversed, and the society is like a bundle of faggots held together 


A Afarket-gardenera 
Society. 


Sale 


separately treated. 
interest to India is 
about 100 of these. 


* See paragraph 35. 

■ Smith Gordon and 0*Briou, Co’Operation in JIanv Lands^ page 39. 
» Chapter 6. 
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by thread instead of twine. The keenness of the start is a 
thing of the past. The worst produce is invariably brought 
for sale, while the best is often withheld. Some members even 
sell entirely for themselves. The only remedy applied is to 
refuse them manure which is scarce. The manager would like 
a by-law compelling all members to sell through the society, 
but people, he says, are demoralised by the war, and now no 
one will have it. It is the old story of Oo-operation and 
necessity. The necessity has vanished and no one wants any 

longer to co-operate. A sale society is between the devil and 

the deep sea. If supply exceeds demand, members will be 
loyal, but marketing udll be difficult, If it is the other way 
about, marketing will be easy but members will not be loyal. 
Before the war, when markets were overstocked, the rhubarb, 
gooseberries and beans, in which the society chiefly deals, had 
often to be sent as far afield as Berlin, nearly 400 miles away. 
As in India many were the difficulties of transport. A typi- 
cal instance is the case of a wagon load of fruit and vege- 
tables valued at £140 which was despatched .350 miles to 
Munich, The purchaser refused to take delivery as it arrived 

two days late and Aras, he said, not up to weight. The con- 

signment had to be auctioned and fetched only £24. Now 
that sale is easy, delivery is only given against i)ayment 
but before the w'ar the purchaser had to be humoured and 
payment follow'ed delivery. On one ^ ccasion a wagon load 
was ordered from Berlin on finely stamped notepaper. The 
man proved to be a swindler and £200 was lost. 

The ]nauager said it required thi'ee full years’ experience to 
run a society of this kind. The committee, of which he is 
not a member, meets once a week to fix prices, but appa- 
rently meetings begin and end in talk, and no one is any 
the wiser when he goes away than when he arrived. Members 
are paid for their produce once a week, but always a week 
late. On October 16th, for instance, they will be paid for the 
first u'^eek of the mouth. This allows the produce to be 
sold and the actual price (less expenses) to be paid. It also 
supplies the manager with cash in hand. The only grading 
attempted is with rhubarb of which there are two varieties. 
Systematic grading is beyond the capacity of the ordinary 
village society. Bad stuff can bo refused, but little else can 
be done. Though non*members’ produce is sold, the sale 
turnovow for 1919 was less than £300,^ which shows the 
effect of easy markets upon the society. The society is in 
fact a good illustration of the difficulties of co-operative sale. 
In the next chapter we shall see more’ of this. 


1 60,000 marks. 
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CHAPTER V.—Sale Societiea — continued. 


GRANARIES. 


G3. Of the many different kinds of sale society in Germany 
„ . „ . „ . there is none so remarkable as the eo-oper- 

Germany, ativc granary ; and, with tlie excoptioii or 

the village bank, there is no form of Co- 
operation that has a more sj)ecial interest for the Punjab, where 
the marketing of gi-ain is as important as it is pi’imitivc. An 
autlioritative account of granary societies is to be found in ilr. 
Cahill’s report on Agricultural Co-operation in Germany. I 
shall tlierefore do no more than give my own personal experience 
which was mainly confined to I3avaria. Nowhere else is the 
movement so strong or the small society so common, and it is 
from the latter that India lias most to learn, the largi'r organisa- 
tions being at present beyond her reach. I also visited the lu’o- 
vince of Saxony, but granaries have not done viny well there. 
Broadly it may be said that they have only fiourislicd in South- 
ern Germany. The reason for this is that Southern Germany is 
not only a stronghold of the small proprietor, who has more to 
gain from co-operative sale than the large landowner, but it 
produces more than it consumes. The Rhine province is also a 
home of the small pi'opriotor, but, as it consumes mon* than it 
produces, sale is easy and granary societies arc not required. 
Por the latter to succeed they must bo established in an export- 
ing area. This is fundamental. 


01. As everybody knows, the granary society is one which 
buys and sells grain and is e(|uipped with 


Imporlanc*^ •■‘jf Combininj^j 
Supply with the Sale of 
Grain. 


facilities for storage. It usually has an 
elevator, and in some cases a silo or corn 


cave, and it invariably undertakes the sup- 
ply of agricultural requirements. Experts are emphatic that the 
sale of grain should always be combined with agricultural sup- 
ply. The former undertaken alone in\ olves too mucb risk. Com- 
petition is keen and the margin of profit small. Occasional losses 
are almost inevitable. Without some other form of liusiuess a 


society may bo brought to an early grave. Thus the first three 
societies to be started in the province of Saxony were in great 
difficulties till they took/up supply. Now no society thinks 
of doing the one without the other. 
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Form o f Society. 


65. There are about 80 or 90 independent granary 
societies in Germany. The majority are to 
he found in Bavaria and Baden. Tliey vary 
much in organi-sation and ciiaracder. Some have only individuals 
as mcmhers, othei’s only societies ; others again have botli. Some 
societies, too, like tho.se in the i)rovince of Saxony, embrace a 
whole district, while those in Bavaria have a radius of only 10 
or 15 miles. Not infrequently, especially in Bavaria, an ordin- 
ary co-operative village bank will build an elevator and add the 
sale of grain to the advance of loans. Finally there arc, as in 
Munich, Nuremberg and Halle, central banks or agricultural 
wholesale societies Avhich control and operate a number of up-to- 
date granaries di.stribut(,‘d ov(*r wide areas. At pr('sent the 
future would seem to lie Avith these. 

66. The reasons for this are the reasons Avliich have led so 

many industrial and commercial enterprises ’ 
Tendency to largo ccd- the Avar to combiuc their forces. The 

trsiizod (tran.oricB. n . , i* , * j • 

tinancial resources ot a large organisation are 
far greater than those of a small society, and now that buildings 
and macJiinery are almost proliibitively dear, only the large 
central societies are in a position to expand. The latt(n-, too, 
have the great adA antage of Ixnng able to Avork Avitli the econo- 
my and elhcicney of managcnu'nt tliat modern conditions de- 
nuind. Co-oi)eratively, hoAvever, there is room for regret, for it 
is in the smaller societie.s with their strong local ties tJiat the co- 
operative spirit can be mo.st ri<*hly dcvolo|)c'd. Thus, as so otten 
happen.s, material and moral gain are ojiposed. This is I'calised 
at Munich, and it is accordingly tlic jwlicy of the Bavarian Agri- 
cultural Audit Union, Avhenwer jiossihle, to maintain and develop 
the local society, and only to rejjlacc it with tlio more efficient 
organisation of the central bank when it has no longer any pros- 
pect of success. 

67. It must, howcA'er, lie confessed that the tendency 
ton^ard.s centralisation is increasingly difficult 
to resist. In the province of Saxony it is 

not projiosed to start any more^ local societies. In Bavaria the 
central banks at Nuremberg® and Munich have spread a network 
of 1-12 granaries over the whole State. Though there are still from 50 
to 100 village hanks with granaries, barely 30 independent granary 

Un Sftxoiiy the contrast is not between Die small local Bocioty and the large central or- 
ganisation, but between the latter and the large local society, which is apt, as it develops^ to 
assert its independence of ITuioa authority. It is now proposed that the Agricultaral Wholesales 
Society at Halle, the capital of Saxony, should have a branch granary in every district of the pro- 
vince. At pre.scut there are only 6 local granary societies, 3 of which are already operated 
by the Agricultural Wholesale Society. 

• Three out of four of the granary societies affiliated to the Nuremberg Union are managed by 
the central bank. 


Bavaria. 
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societies remain. Ten or twenty years ago, fostered largely with 
State grants and loans, these societies sprang up in many differ- 
ent parts of Bavaria, but only in the Upper Palatinate is the 
movement still vigorously independent. Almost in spite of 
themselves the central banks have been forced to surallow up one 
local society after another. The danger is that ai)petite may 
grow with eating. 


The CJise of Lower Franconia is typical. Of the dozen societies 
started there only three or four snrvive. 
(a) Loner Fraoconia. otliers have been compelled by circum- 

stances either to sell or to lease their buildings to the central bank 
at Munich. The chief cause of their undoing was the difficulty 


of getting a good manager. Too often, the local man, who was 
appointed hecause (everyone knew and trusted him, lacked the 
experience and capacity indispensable to an underfaking requir- 
ing the greatest vigilance and care. iV good instance is the ca.se 
of a society which collapsed hecause it n as started and managed hy 
a pi'iest who was an excellent man but entirely ignorant of trade. 


On the other hand in the U})per Palatinate there have been 


(f?)) Uppt^r 


only live casualties, and ilo to dO granaries 
remain. The reasons for their better suc- 


cess are instructive. I n the first 2)lace they are small couceru.s 
and therefore comparatively easy to manage. 'I'lie people, 
too, are cautious and more than u.sually eapalilc. Their si^ed for 
instance is widely ('X))ortcd. Suj)i)ly has been extensively deve- 
loped and, being more lucrative tbiiu the sale of grain, lurs 
jirovidcd useful ballast. Moreover the Upper Palatinate, Avliich 
marches with old Bohemia, is far auuy from the large grain 
markets of Munich, Nuremberg and Ulm. Co-opera(iou was 
accordingly a necessity to 2 )rote».‘t the xn'oducer from the local 
dealer, who in the old days had it all his own way, the more so 
as debt often placed the cultivator entirely at his mercy. This 
point is of special interest, as the first * granary society to he 
founded in the Punjab, if not in India, owed its origin to j)rec'isely 
the same conditions, which is a good exami)le of the way agri- 
cultural problems repeat themselves in different parts of the 
world. A final point in favour of the Upper Palatinate i.s the ab- 
sence of large towns. P'or a society jjurchase is often as difficult 
as sale. There is therefore a certain risk in the neighbourhood of 
a town which may compete with the society for the cultivator’s 
custom. Even so strong an organisation as the central hank at 
Nuremberg finds that of its 25 granaries those in the heart of 
the country do best. 


^ At Shalrargiirli in tbe Gurdaspor District. 
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68. The financing of a co-operative granary would not have 

been an easy matter but for the generous 
assistance given by the Bavarian Govern- 
ment. Most societies received at * the outset not only a loan at a 
loAv or nominal rate of interest, but also a free grant. Down to 
1910, Avlien the number of granaries stood at 156, it is calculated 
that these adA^ances totalled about £60,000, of AA'liich .£10,000 
were free grants.^ Nearly half the cost of the granaries built 
was defrayed in this AA^ay. The balance AA'as met from shares, 
and with* money borroAved from village and central banks.* 
The partial or total collapse of a large number of societies suggests 
that Government assistance Avas too lavislily given. Some help 
was undoubtedly necessary in the initial stages, ])ut it should 
probably have stopped when the movement (imerged from the 
experimental stage. 

69. It Avill perhaps give a clearer idea of Av^hat a small 

granary society is like if I describe a 
Tirfchcnteuth soiiety. characteristic society of the lJ 2 )per Palatinate, 

In the North-East of Bavaria, near the Bohemian frontier, is the 
unpretending, but Avell-built village of Tirschenreutli situated 
with its 800 inhabitants in an undulating country of meadoAV land 
and pine Avoods, In 1899, to free themselves from the l)ondage 
of the local dealers, eight small village banks of the inughbour- 
hood joined together to found the granary society of Tirsclien- 
reuth. Three more banks have joined since, and uoaa' about 
1,000 peasant proprietors are indirectly members of the society. 
The society’s area, Avhich is typical of Bavarian societies, is a 
radius of 10 miles round Tirschenreutli. Each member-society 
takes a single share of £25 and no more. Ijiability is unlimited. 
Becently there has been some thought of limiting it, but as a 
good deal of borrowed capital is still required, the jirosent form 
is more convenient. It is claimed, too, that unlimited liability 
keeps alive a keener sense of responsibility and interest. 

The year after it was founded the society built an elevator 
which, following invariable custom, stands 
(o) Finance. siding leased from the raihvay. This is 

indispensable to allow direct loading into trucks. The elevator, 
which holds about 500 tons ® of grain, cost £1,350. To meet 
this heavy expenditure Government made a grant of £125 and 
advanced £700 at 1 jier cent. The balance required was raised 
by loan from the member- societies and the central bank at 
Munich, The present financial position of the society is strong. 

» Cahill, pftge 199. , , u . -i 

s Ordinarily a villago bank in Germany will only lend to a neighbonnug society in wuicu ita 

own members are interested. 

> About 13j500 mauuds. 
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All but £450 of the. differ cut loans has been repaid, and thanks 
to 60 per cent, of the profit aUvays being carried to reserve the 
latter now amounts to £1,100. 

All gmin handled by the society is bought outright. Sale 

„ , , „ , , on commission does not appeal to the cul- 

GraiL tivator. Many societies tried it at first, but 

all have had to give it up as the cultivator 
likes to know exactly how he stands and prefers a fixed price to 
the uncertainties of a fluctuating market.^ Some societies 
used to pay their members the full market price on the under- 
standing that subsequent profit or loss should be shared. But 
since 1912, when there were heavy losses, the system has been 
abandoned, and now all societies buy unconditionally. At 
Tirschenreuth prices are fixed by the manager. It was originally 
done by the comnuttee, l)ut this nas found unsatisl’actory. In 
a neighbouring though smaller society the committee still do it. 
The margin of price between purchase and sale before the Avar 
was about 8 per cent. Now it is less, as sale is controlh'd by the 
State.® The staple crops are oats and rye. Tlie former is grown 
for seed and is in Avide demand. Members bring their grain to 
the granary themselves. It arrives in November and Becembei’, 
and in normal times Avould not lie finally ch^ared till April or 
May, when the (devator is thoroughly disinfected. On ai-rival 
the grain is cleaned and graded. There are tAvo or three different 
varieties. Bad grain is not rejected, but is paid for at a loAver 
rate. The results of grading have been good. Higher prices 
have been secured and farming has improved. There are no 
dealings with the affiliated societies as such but only' Avith their 
memliers, who, however, are not obliged to sell their grain through 
the society. The question whether compulsion can be applied in 
societies of this kind has already' been discussed.® The manager 
believes it to be impossible, and in this opinion ho is supported 
by the experience of the whole of Bavaria. In the first year, in 
spite of much propaganda, not more than half the local grain 
came to the society. The folloAving year the proportion rose to 
two-thirds, and eventually the four local dealers lost their entire 
trade and had to quit. There Avas the usual struggle first. The 
dealers tried to overbid the society, but the society, not seeking 
profit, could work on a finer margin of rates. Its grain, too, 
being graded was of a more even quality, and AA'as soon the most 
popular in the market. Finally, sale was greatly facilitated by 

‘ Cf. tho Maclagfiu Committee Report which recommended commiasion sale in the case of 

sale societies, page I L „ . , . 

* Under Stnte control, which is due to tho war, all gram has to be handed over to the 

local official agency at a tized price. 

8 Paragraph 60 (c). 



80 


the military authorities who used to take the whole available 
supply of fodder oats. * * 

The society has the usual committee and board of supervi- 
sion, Six members belong to the^ one and 
(c) Mwagement. nine to the other. This allows every member- 

society to he represented on one or the other. Otherwise a 
smaller committee would admittedly be better. In the case of the 
latter, Irowever, two members are sufficient for a quorum; Both 
bodies ai'e honorary, but the mcmber.s of the committee get a fee 
of 12 marks (about arupee)for each sitting, as many have to come' 
a considerable distance. General meetings are held once a yeaf,ii 
but on special occasions, when a lecture or an address is to b^ 
given, 100 or more will attend. A sub-committee of two mei:^i 
bers, chosen one from the committee and tbo^ other from *1116 
board of supervision, is entrusted with the annual stocktakifig 
and with an informal audit ot the accounts which must bo donC ‘ 
without warning. The more formal audit is done by one o^ 
the Bavarian Union’s officials every other 'year. 

Thanks to good management the society has fared well. In 
1011, the last normal year, it .sold 4,200 tons 
of grain and supplied its members with 275 
tons of manures and feeding stuffs. Its benefits have been con- 
siderable, It has secured for the cultivator a good price for his 
grain, prompt payment, a constant market and all tlie advantagea 
of a w’ell- equipped elevator within easy reach. It has led him to 
improve his cultivation and has enhanced the reputation of his 
seed. It has also assured him a steady supply of good manure 
at a fair price in place of unreliable manure at a high 
price. 

70. The society at Tinschenreubh is fortunate in its 
(e) Qnauecatioiis of ti.c manager who is both an agriculturist and 
a trained man of business. Bat this com- 


bination is rare, and it is usually a question which type should 
ho chosen, the agriculturist who has, no knowledge of trade or 
the trader who knows nothing of agriculture. For the corn 
trade the latter is safer, but for the business of iPpl^ly, * which 
deals largely with manures, it is better to have an agriculturist 
who can advise members on their purchases On the whole, as 
the corn trade is the more difficult and risky of the two, 
opinion is agreed that, if a society cannot have two managers, 
or if the ideal combination in one man cannot be found, it is 
better, anyhow at the outset, to have a man who has seme 
knowledge of trade. It is an advantage of the larger oenli^ 
organisations that they can usually afford to employ both 
together. 
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71. It is also a disputed point which is the best typo of 
, . , sooietv for^sellin» ffrain. In Bavaria a larare 

iJcBt typo of society. i ' p .n '^ ” i ^ P 

(a) The Village Bank. numbov ot Village liaiiKs have granaries 
' varying in capacity from 25 to 160 tons.^ 

Their great advantage is that they can raise capital without 
difficulty ; their disadvantage, that the committee and board of 
supervision are apt to confine themselves to banking and leave 
the tlifficult business of grain dealing entirely to the manager. 
Ij^is is a drawback wliich would be particularly serious in India, 
'village Banks should therefore not be encouragod to start 
granaries, though there is one in the Karnal district whioh Las 
stored and solcLits members’ grain successfully for several years. 


If village hanks are to he ovcluded, independent gran- 
ary societies must be established, and liere 
|Oranary Society; . agaiu opiniou IS divided, oomo proler a 

t society consisting entiroly of individuals, 

others one like Tirsclienrcuth consisting entirely of village banks. 
The objection to tlie latter is tliat it interposes between producer 
and consamer an unnecessary agent, namely, the m(?mber-society 
which has to be given a share in a profit whioii is always small. 
On the other hand, it is admirably adapted for supply, as it 
facilitates dealings in bulk. ■ Societie.s with only- individuals 
as members also have their drawbacks. They are less oohc.sive, 
members joining one year and withdrawing another; they can- 
not raise cajiital so easily, as their security is less, and tliey are 
more egoistic in aim and spirit. Home societies eoinpromiso by 
admitting both individuals and societies. 

72. ^le Society at ''Erding, one of the h.\st I saw, was 
ir i « .V * ' t>f fhis type- Eounded in 1910 it has *J(4i 

.umg .ou ). V nioniljersj of whom 111 are village hanks con- 
taining 10 to 150 memhers each. Well over 1,000 proprietors, 
each with from 10 to 50 acres, are din-ctly or indirectly niem- 
bprs^'W; the society. Unlike Tirschenreuth liability is limited 
to three times the value of the .share. An elevator to liold 
1,000“ tons was built at a co.st of £5,000. It stands on a 
raihvay* siding which is the property of the society. The build- 
ing lias four storeys and m addition a large basement ivhere 
artifiBial manures are stored. The walls arq of ceraeut, as are 
also the pillars and the floor of the liasement.’ The rest ot the 
building is .of wood. Tim grain is carried to the top floor by 
electrically driven machineiy and distributed thence throughout 
tii|||;.building wherever it is wanted. In 1911', 2,4.00 tons of grain 
were sold, and 3,000 tons of manure and fodder stuffs supplied. 


* About 7CX) to 4,100 mauiide. 

* About 27,000 maunds. 


a 
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Wheat aud barley used to be graded in three or four different 
varieties, but since the introduction of State control with its 
demand for quantity rather than quality this is no longer done. 
I here used to be occasional disputes and at one time an arbitra- 
tion committee was set up to decide them, but it proved too slow 
for the jmrpose. The manager nou’ decides them himself. He 
also fixes prices. Half the grain handled belongs to non-members, 
but only members are entitled to the annual rebate which is 
about 2 per cent. Non-members are also sui)plied with rhanures, 
etc., at tlie same rates as members. Differentiation was tried,, but 
was found to be more trouble than it was worth. There has 
never been any bother with weevil, tor wheat and barley, the 
two chief products, were rarely kept for more than 3 or 4= 
weeks. 

For the first ten years all profit was carried to reserve, an 
example which India w'ovdd do well to follow, and even now only 20 
per cent, of it can be distributed. There are no loss than three 
reserve funds which form a triple barrier against loss. In 
addition there are special funds for pensions and gratuities, for 
the improvement of seed and for objects of common good. 
Finance is so well regulated that a large lioloing of war loan 
stock has teen written down by 20 per cent. ; and a recent loss of 
£o00, due to the local stream suddenly rising and flooding the 
basement which w'as full of manures, has been met without serious 
inconvenience. Considering its short life the society has built u]) 
a remarkable business. For this both patience and effort were 
needed, and at first much propaganda. The manager told me 
that he had often had to spend three or four days a Aveek touring 
the neighbourhood for this purpose. 


73. The managers of the societies I saw impressed me with 
, , . „ . . their general good sense and capacity. The 

(o) TiieManfignr. importance Of securiiig a good manager tor 

a sale society has already been emphasised. 
In this case it cannot be exaggerated. 


Expert authority also laid great stress upon the advantage of 
(b) Quaiitv of grain maintaining a good average quality of grain. 

Co-operators are prone to thmk no grain 
too bad to be taken. In that case, if bad grain cannot be rejected — 
managers are extremely loath to do this — it should be scrupulously 
cleaned. It should also be remembered that once a society gaias 
a good reputation for its produce, sale will be easy, especially to 
breweries and mills, whose custom it is particularly useful to 
obtain. 
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A further difficulty lies in the fluctuations of a market 
necessarily dependent on world wide condi- 

(c) Market Flttctwtione. foreign COm-' 

petition compelled large sales at reduced rates, involving many 
societies in substantial loss. Against this danger the only safe- 
guards are a ^^^d manager and a strong reserve. Xho latter can- 
not be built up too fast.* 


Ccnfi’al Battki and Thoii 
Granaries. 


Some account must now be given of the granaries of 
the central bf.nks at Nuremberg and Munich, 
iki and iheir fo grow at the expense of the 

smaller societies has already been noted’.” 


Both have highly specialised departments which deal only with 
grain, and with their 142® granaries scattered all over Bavaria 
they command a strong position in the grain market. In 1919 
the Bavarian Central Bank at Munich sold as much as 280,000 


tons of grain. 


75. To get an idea of its system I visited one of its larger 
. . ^ , granaries at ■Eriedl)erg near Augsburg. The 

GrRuary!*'*^"' *" ” clevator is of the most modern type and 

w^as only completed in 1917. It cost £9,000 
and holds 3 ,200^ tons of grain and is equipped with 1(5 silos, cacJi 
of whicli can acc( mmodate 50 tons. The advantage of a silo 
is that it is a protection against damp and enables the grain to 
be handled with the minimum of labour and maximum of des- 


patch. A 1 cwt. bag can, for instance, be filled and weighed in 
a few seconds, both operations being performed by the same 
machine: 


(«) 


As usual the 

Purcha.sing jigeuts. 


granary serves a radius of about 12 miles. 
Thirty agents, most of tliem members of 
local societies, are emifloyed to purchase 


grain. Each agent has five or six villages to work in, and is 
supervised by the manager w'ho tours for the purpose. He must 
be a man of local influence or his work will sufl'er, and he mast 


also be thoroughly trustworthy as, following the custom of tlie 
trade, no security is given. He is paid a small commission on 
his purchases according to weight. This will be slightly higher 
if he uses his own house for temporary storage. To enable him 
to pay for his purchases he receives an advance of from £100 to 


*C/. Appendix (a). 

^Paragrsplis 66 and 07. 

^AU but 25 of these belong to the Bavarian Central Bank at Munich. 26 are small grauarica 
which are only open one or two days a week. 

^Tbe central bank builds S types of elevators holding — 

(a) 400 — 600 tons. 

(i) 700— SCO „ 

(c) 1,000-4,000 „ 

The ffeceutly constructed elevator at Lyallpur, the only one of its kind in India, is a good 
example of an up-to-date elevator. 
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£300 according to circumstances. Maximum rates of purchase 
are fixed by the central bank at Munich, where too all sales are 
effected. Once a week the amount purchased is reportefl, and no 
further purchases may be made until tlie reports of all the agents 
have been considered and fresh prices fixed. When grain is 
bought, the vendor generally undertakes to store it for a month 
or so to allow time for the grain to be sold and for transport to 
be arranged. Ordinary disputes are dealt with by a local arbi- 
trator, while serious disputes arc settled under the arbitration 
procedure of the corn market. In tliis case each side selects an 
arbitrator from an authorised list, and if the two arbitrators 
cannot agree, the corn market appoints a referee wliose decision 
is final. In a court of law it can only be challenged for an error 
in form. No lawyers are allowed to take any part in the pro - 
ceedings. The procedure, in fact, closely resembles that in force 
for co-operative societies in the Punjab. 


In 1903, 4,00') tons of grain were handled, of which over 
,, , , . 2,000 passed through the elevator. In addi- 

tiQn anotiier oOO tons of potatoes, turnips 
and hay were also sold. No difference is made between co-opera- 
tors and others, but it is novv proposed to supply the forimT with 
their agricultural requirements at a cluiapor rate. The six- 
monthly balance sheet has twice .shown a small loss. This indeed 
is inevitable, as the margin between purchase and sale is not 
more than 3 per cent. On the other hand, the balaiice sheet of 
all the central banks’ granaries ttiken together has invariably 
shown a profit. 

The paid staff consists of a manager on only £60 a year. 

, , „ . , There is no local committee, hnt each^ 

Coiitroi. * district in Bavaria is ropresentod on the 

central hank’s board of supervision, and 
the local reprosentalive, usually a substantial landowner or 
occasionally a prie.st, is expected to visit each, granary in his 
circle two or three times a year Avithout notice, lie has also to 
do the .stock taking twice a year.^ Por all tl)i.s work Jjg g(g.s no 
more than five shillinss a day Avhen on tour. 

There is no complaint of Avcevil tronhle in the granaries of 

(duveevii hanks. At ])resent the grain 

is cleared too hist, and in any case the danger 
is reduced to a minimum by the u.se of re-inforced concrete, which 


(<;) Manqgoment 
Control, 


(di) Weevil. 


*Xbcre are 8 in the State. 

^Tho following deduotions are prescribed for annual depreciation : — 
buildings 2 per cent, 

furniture 10 

sacks 20 „ 
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has taken the place of tlie woodwork so extensively used in. tlie 
older granaries. \ further precaution is tlie scouring of the 
walls every year with a preparation of sulphuric acid and lime. 

70. Enough has now been said to shoAV that in Bavaria 
AUantag.s <>i' Graaa- at hmt the granaries, whether ca.mtralised or 
local, have achieved their purpose. Grain 
dealers have lost their monopoly and have 
been forced to pay more for their grain. Superfluous, and not 
always scrupulous middlemen have been (‘liininated. 'riirough liis 
society, the producer can now s(dl his wheat direct to the mills, 
his barley to the breweries and his oats and rye to tiie military. 
Moreover, ho is sure of his market and can sidl as lie pleases, fto 
no longer has to deliver his grain at f in; beck and call of a dealer, 
but can bring it to the granary when he lik('s. There he finds 
people he ('an trust, or, if he is badly treated, lie can complain. 
Last but not least, he is secured a regular supply of good sei'd and 
thoroughly sound manure, two essentials of good agriculture. 
The mo\:emcut undouhledly on es much to the generous financial 
assistance provided at the outset by tlie Bavarian Government^ 
and to tlie extensive purchases of the military de|)artment, Imi it 
OAVcs far more to the enterprise, capacity and public sjiirit of 
those Avho have laboured so succossfullv that, as M r. Cahill say.s, 
“ in no |)art of (jermany has corn soiling been developed to the 
advantage of small landowners to such aii extent as in Bavaria .” 

* jCl0u,U00 wa? fidvajiood t ) tlio Bnvariaii at Mtiuidh i;i th.* iiinetins, io dov'ol ip 

its gTMiii business. 


Q 2 
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CHAPTER VI. — Sale Societies — concluded. 

I. — Milk Societies in Bavasia. 

77. Milk societies naturally suggest the co-operative oreara- 

X.MU c • • /I ery, but as there is at present little likelihood 

aaiiy. of this form of society taking root in India, 

I confined myself to those whose principal 
object is the sale of milk. Of these there were 272 last April 
(1921). Bavaria, Baden and Hanover are the chief centres, but 
nowhere is the oo-operativc supply of milk highly developed. So 
far as the larger towns are concerned, it is a problem that is still 
unsolved. It is, however, one of the problems marked down 
to be tackled as soon as the present State control of the sale 
of milk is removed, and the aim is if possible to establish 
societies that will sell direct to the consumers’ societies in the 
toivus. Meanwhile for us in India, whore milk-selling societies 
are still in their ‘ infancy, and Avherc tlie problem of supplying 
the more important towms with pure as well as abundant milk is 
becoming increasingly acute, the experience of Bavaria may be of 
some practical advantage. 

78. Bavaria has about 60 societies, of which as many 

as 41 were started last year (1920). At 
present, as everywhere else in Germany, 
the problem is not to find a market for sale but to increase 
supply and relieve the desperate sliortage, w'hieh in most 
toAvns last winter made fresh milk almost unprocurable for 
anyone who was not a small child. Before the war, however, 
the position w’as different. 'I’he supply in a towm like Munich, 
especially in the holiday season, often exceeded the demand 
and producers, scattered and unorganised, ivore at tire mercy 
of the local dealers. The first societies were therefore 
formed to control and regulate supply, and were equipped 
with the necessary plant for coiiverling surplus milk into 
dairy products ; and by eliminating two or three unnecessary 
middlemen and diialing direct with wliolesa’e vendors in 
neighbouring towns, they were able to secure not only a better 
price but a regular market. As usual the local dealers did 
their best to overbid the societies, but were beaten by their 
cheaper and more efficient organisation. The milk ivas 

bandied in bulk instead of in detail. It was delivered cool- 
ed and cleaned, and periodic tests secured the consumer against 
adulterati.m. Thus, in spite of supply often exceeding demand, 
these soeieiies had no difficulty in finding wholesale plealers 


^ Bengal with 40 aocletie^ in the most adva!;o^id fT-T-nce. 
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who were willing, for a fixed iJrioe, which was determined 
froni year to year, to take the whole of a society’s* supply 
whatever the amount. In this way one of the two great, 
difficulties of a milk society, the difficulty of finding a constant 
market, was satisfactorily overcome. 

Id. The other difficulty was finance. To cleanse and 
cool the milk efficiently and to convcr t 
■ surplus milk into curds and cream, an 
expensive plant was required costing (before the war) from 
£1,000 to £3,000. Government helped w'ith grant and loan, 
and unlimited liability secured the rest. Eor a trading society 
limited liability is generally better, but for these milk so- 
cieties unlimited liability was virtually a necessity. One 
society I saw of less than 100 members had been able to 
borrow £2,500 from the local central ))ank. This would have 
been impossible without unlimited liability. Government 
assistance was given in the form of loans of a few hundred 
pounds at 2 per cent., and free grants of £50 to £100 would also 
bo made. But owing to' the war Goveramont can no longer 
assist. 


rioiioihil Syatoin. 


vory 


SO. Under the hy-laws members are obliged to sell to 
the society only, but this rule is not very 
rigidly enforced. At the same time it is 
(,() comiJiitsory Deli- considered a u.seful safeguard. The ques- 
tion of compulsory delivery in sale socie- 
ties has already been discussed, and the conclusion was 
reached thac, for a society with an expensive plant such as 
an elevator or a wine press, .some kind of ‘ binding rule ’ 
was almost essential.^ But it should a.lway.s be remembered 
that in actual practice efficient management is moi*e effective 
than compulsion. The milk delivered to the society is bought 
outright, but the price at which it is to be sold for the 
year is subject to the coafirmation of a general meeting, 
and the whole amount is paid to members less a small de- 
duction for expenses and reserve. Before the war only mem- 
bers’ milk was handled, but since tin; introduction of State 
control no distinction can be made. 


Ordinarily payment is inade irrespective of quality or 
fat content. There are two reasons for 
toflt contl^nf! this. Firstly it is simpler, and in a village . 

.society simplicity is one of the cardinal 
virtues. Secondly, in most localities there is said to be little 
variation between one member’s milk and another’s. To this 


See paragra.pb 60 (c). 
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Lower Bavaria is an exception owing to its fodder being very 
variable in quality. Consequently in tliis district payment is made 
according to fat content, which is ascertained twice a month. 
But even there the practice is being given up in favour of the 
less laborious system of treating all alike. So does practice 
follow the line of least resistance, whatever authority and principle 


(rfi J\riHfelIanr;ous 
tivitH's. 


may say* 

Adulteration is guarded against by more or less regular 
(r) Aduitcmiion. applications' of the ■' Gerber test. Iri the 

more efficient societies cases of adultera- 
tion will be reported to tile local authorities and defaulters 
prosecuted. Bor a first olfence a fine of £15^ can be im- 
posed, for the second 8 days imprisonmeiit- Instances of this 
are not common, no doubt because Co-operation puts a inau upon 
his mettle. A local dealer and an unknown consumer may bo 
considered fair game, but to (dieat your society is to client your 
neighbour whioli lias a much blacker look. It is one of tlic best 
and subtlest effects of Co-operation that it automatically on- 
ce ur ages straight dealing. 

Not much is done at present to encourage lireeding or to 
weed out the less productive sloitk. In the 
district cf Algay a record of eacli cow’s out- 
j)ut is occasionally kept and the weaker 
cows are sold, but this is exceptional. So too with the purchase 
of cows on joint account. Usually each inomber liuys for liiir.- 
self. More common is the co-operative purcliase of feeding 
stuffs. Some societies deal in eggs as well as milk, but this 
again is rare. 

81. At Ebersberg, a village of less than 1,000 inhabi- 
P, ,. „ ., tants beautifully situated in the submontane 

country at the foot of tbo AJp^, is a 
characteristic milk society. It was founded in 1912 with 
80 members wlio were nearly all small proprietors. It was 
a long time before they could be persuaded to combiiio, and one 
village had to be visited 21 times before it would consent. Now, 
however, there are 130 members and almost everyone within a 
radius of 3 mile.s has joined, except a few who are loyal to an old 
established local agency. The members own 648 cows or an 
average of 6 cows each. Many have only one or two, while others 
have as many as 20, The daily output before the war was nearly 
900 gallons. Now it has sunk to 260, which is typical of the 
eflfect produced by the war on the milk supply of Germany. Be- 
fore the introduction of State control, the total output was de- 
livered to a large dairy in Munich, 28 miles away, at a fixed 


'* 309 jlilarka. 
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price, the whole of which was paid to members less 1 per cent, for 
expenses. When supply exceeded demand, surplus milk was 
converted into curds and cream, which were also taken l)y the 
dairy in Munich. Thus the society had no difficulty in dispos- 
ing of all its milk. 

Plant and equipment cost the society over £1,000. A free 
grant of £75 and a loan of £300 at 2 per cent., repayable over 
10 years, wevo received from the Bavarian Government. Tlie 
balance was raised from the cc'iitval bank at Munich by a loan 
secured against the unlimited liability of tin; nioinbcrs. As 
shares are equal, each member taking one sl\aro only, no dividend 
is distributed. Delivery of all milk not required On’ home c>)n- 
sumption is compulsory under penalty, but liithorto no penalty 
has ever been imposed. Before State control was int roduced, all but 
10 or 15 j)er cent, of the available milk is said to have been de- 
livered to the society. Eacli member’s }ni]k is tested once a 
fortnight for purity, and for this purpose a dozen tests arti done 
daily. /Vdultorated milk is sent to Munich for che nical analysis 
and offending members are prosecuted. There Itave so far been 
only 3 or t eases of tliis. The milk is brought to the dairy in. six 
couvevances driven by members, in a ueiglihourintr .society 
each member takes it in turn for a week to collect and deliver 
all the milk of Jiis fellow memher.s in the same' village. 

Two delinite advantages liave been secured by the society, 
firstly, a better price estimated (before the war) at an increase; of 
over 25 pere;ont., and secondly, a constant market, fhe consumer 
on tlie other hand gets purer milk. The .society at Eliorsl)erg was 
started with difficulty, but it did so well tliat wheni three years 
later it was proposed to form another society in a village 5 miles 
away, 60 members joined at the first meeting. Both those socie- 
ties have local men as managers. In one case the manager is tlie 
sole paid official. In the other he is assisted by his wife. This 
couple is paid the modest sum of rather less than £10 a year 
plus free house, light, milk and fuel. 

n.— V jnE'Grow'krs Societies. 


Their 

India. 


82. 

significance for 


So far I have dealt only with the ordinary form of sale 
society which sells the produce it buys, 
whether grain, vegetables or milk, in the 
form in which it is received. I come now to 
the more advanced type which before sale converts its members’ 
produce into something radically different. The vine-growers 
society is a good example of this, as grapes are bought and wine 
is sold. At first sight such a society can have only an 
academic interest for India, as India is unhappily no country for 
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grape and vine. On the other hand cotton abounds, and like the 
grape it cannot he efficiently handled without expensive machi- 
nery, nor can it be sold to advantage without co-operation, as the 
uncertainties of a fluctuating market put the inexperienced pro- 
ducer, when he stands alone, entirely at the mercy of the better 
informed aud not too scrupulous dealer. Accordingly a brief 
account of the vine-grow'ers societies of Germany may he of prac- 
tical interest, the more* so as a co-operative giiiniug factory has 
long been projected for the Punjab. 


DiiTiciiUios. 


83. At the end of 1919 there were 193 societies, most of 
which are to he found along the Rhine and 
its tributary valleys. They have had a cheq- 
uered history, which shows that even in so efficient a country as 
Germany success cannot always be achieved. Before the war 
bad vintages, grape diseases, and foreign competition ( French 
and Italian wines were becoming increasingly popular ) reduced 
many societies to the verge of bankruptcy. Prices fell, members 
were found to have boon overpaid for their grapes, cellars overflowed 
with unsold wine, new collars had to he acquired, and more aud 
more capital was locked up. In some cases bad management inten- 
sified the crisis. A Union of 15 or 20 societies wont into liquida- 
tion with a loss of over ,£100,000. Its member societies wore only 
saved by the Ilaiffeisen Central Bank C'vming to their rescue with 
a loan of* £50,000 raised largely from village Iranks. luehhmtal'y 
this is a good instance of the advantage of a banking system 
which is co-operative in spirit as well as in form. To many of 
the vine-growers societies the war was a blessing in disguise, for 
it stopped foreign competition and raised the price of German 
wines so liigJi that last autumn when i was in the vine- 
yards of the Alir and th(5 Moselle, every society was once more 
firmly on its legs.^ The future, however, is uncertain. 
Some think that there are had times aliead, and it may well bo 
questioned whether the bleaker North can ultimately hold its 
own unaided against the sunnier South. 

84. Of the 19 i societies that existed in 1919 all but 16 had 
unlimited liability. This form was chosen 
for precisely tlio same reason tliat led Ihe 
milk societies to adopt it. A large working 

capital is required for cellar, cask aud vat, and -O to 90 per cent, 
of this still has to be borrowed.'^ As the ordinary vine-grower 
commouly owns no more than an acre or two of vineyard, he was 
obliged at the outset to pledge his caiir<3 resources to raise the 
necessary funds. These were obtained, as in all such cases in 


!*’( rin ot Swcifty. 
(u) Liability. 


‘ Uood wiae that tise.l t> cist 4* or & marks a nv.w uob to ho had un.lor 50 or 60, 

III 1910, 119 soeletia^ owned only 11 per cent, of their total Uabilities* 
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Germany, from the local village or central baiik. Thanks to the 
excellent banking system which has alrealy been described, no 
rural society in Germany need suffer for want of funds, as money 
can always be raised provided security is good. 

Societies are usually small. I saw one of 180 members, but 
. e . . 90 to 70 is the average. Nowhere in Ger- 

•nj Biuding Rule. many did 1 See anything more like our Indian 

village communities than tlie compact little 
slate-tilod villages set in their vineyards, a mile or two apart, 
along the banks of the green Moselle. Members are bound to 
bring all their grapes to the society except what they need at 
home, and the obligation appears to he enforced. I came across 
two or three instances of expulsion on tJiis account, which sliows 
that if a socMoty is small and oo-opcrative spirit strong, a binding 
rule need not bo a dead letter. 

On delivery the grapes are tested for sugar (mntent by 
,, p ... a committee appointed for the i)urpo.se. and 

they are gradc'd accordingly. 1 here may be 
as many as 10 different varieties, each of which will be paid for 
at a dilferent rate. The grapes are usually bouglit outright and 
paid for at the market rate, or at a price slightly below it. 
When the wine is sold a furtli-'r payment will lie made, but the 
highest price obtained in the neighhonrhood will first bo as* 
certained, in order that at least as much, and if p'lssiblo more, 
may he paid to member.s. Or commission sale may be adopted, 
in which ease no payment is made till after sale. Or again 
the two methods may be oomhiued. ;lLt Alaysohoss for instance, 
a village in the wooded valley of the Ahr whieh boasts the oldest 
vine-growers society in Germany, founded in 1868, the wine 
is paid for pi'ovisionally at 2.5 per cent. 1. dow market value, and 
furtlicr payment depeiul.s upon the price realized at sale. It may 
be two or three year's before all tire wine i.s sold and final 
payment can be' made. Payments are not made in (‘.ash hut by 
credit to each member’s account. Members can draw upon their 
credit as they please, and 4 per cent, is paid upon any sum 
undrawm, which is treated as a deposit at call. If a member 
requires more tlian stands to his credit, an advance will bo given 
on next year’s crop, as soon as it is eloav that ho will have one, up 
to half the value of the last. Half the not profit goes to reserve, 
and the 'other half being usually .small is only distributed 
once every three years. In a neighbouring society the system is 
idmila? with, however, one or two differences which are 
worth noting. When the provisional price is fixed, it is reported 
for confirmation to a general meeting at wdiich all members ' 
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accounts are made up. Pive per cent, is deducted from the 
total amount due and put into an insurance fund, which is the 
first fund to he drawn upon in the event of loss After 
tliree years, if there is no loss, the amount is distrilmlcd. Some 
societies provide against loss by an equalisation fund, which 
means that a sum is sot aside from tlie profits of good years to 
make up the deficiencies of had. 

The greatest importance is attached to a strong reserve and 
all tlie societies I savr had a triple line 
of defence. Two even had a fourth barrier 
as well. The subject of reserve funds is so important that it is 
treated separately elsewhere.^ Meanwliilo, it is sufficient to say 
that a sale society with heavy commitments — one of the T vino- 
growers’ societies I saw had over 300,000 gallons of wine in its 
cellars — caniiothavo too larco a reserve. 


85. There seeirs little doubt that, the.se societies have 
achieved their end. As with gr.anary socie- 
ti( s, market i I ig has been facilitated by com- 
bination arid tillage improved by gradinir. jn the old days 
the vine-grower was at the mercy of the wdm; mercliant, just 
as the peasant proprietor of Bavaria was in the haiids of the 
grain dealer. As one ])resideut remarked, pointing to a queue of 
memher.s 100 yards long w^aiting to deliver their gra))es : — ‘‘The 
crop is first rate, Init. if we liad no society, tlio market- w’ould be 
flooded with wine and we sliould all ho forced to soil it for an 
old song.” Another president reckoned that members get It' 
per cent, more tlian if they had no society. ‘J'lie benefits 
of co-operative sale are un(iue.stionod, and it makes little 
difference wlictlier it is milk or Avine, cotton or grain. But 
equally imqiiestioned are the difficulties. Co-operative spirit 
must he stronger than in any other form of agricultural society, 
and there must he good mauagement as well. These are the 
alpha and omega of success. 


^ .ApiK Jiilix 



93 


CHAPTER VII.— 'Two Mortgage Banks. 

86. There is no economic problem more vital to India’s 
, „ ])rosperifcv than the transformation of her 

Imporunccof i.andCr«a.t. {^orij^age debt fiom aburflon into a source of 

strength. Mortgage debt is only to bo feared if it is unproductive 
or dear. In India it is both. It is therefore a millstone round 
her neck instead of being, as in Germany, the foundation of 
her development. It is not that in Germany mortgage debt is 
low. rroportionally it is far heavier than in India, but it is 
raised at 4 instead of 12 per cent, and is for the most part spent 
in drawing fresh wealth from the land. ’^ Had India the same 
facilities as Germany, she would be able to borrow at 7 or 8 per 
cent, and crores of rupees would eventually become available 
for the development of her resources. At present, so far as I 
am aware, the Punjab is the only provincid winch has a mortgage 
bank and that was only started last year. Contrast this with 
Bavaria which, with a. population of only 7 millions, has no less 
than 8 banks that in greater or loss degree do land mortgage. But 
Rome was not built in a day. Germany’s .'idmirabh! system is 
th« result of ISO years of experience and effort. India, tliore- 
foro, ('annot liope to solve her problem in a year or two. That, 
how(u er, is an argument for grappling with it at oinv*. 

87. Th(‘ problem is certainly formidable, for land credit 
is a mueb more complicated and toohnical 
uvoi.wKM iHt.tu 101 , 6 . tlian the .short term credit witli wiiieh 

every co-operator iji India is familiar. Though mucdi has been, 
written on the sul)jcct, it is not easy for the ordinary layman to 
understand precisely how a land mortg.age l)ank works. The 
following detailed account of two typical institutions may there* 
fore be of use. Tlie two selected are the Agricultural Credit 
Association at Dresden and the Bavarian Agricultual Bank at 
Munich. Both are in effect (‘o-operative societies, and both 
make it a ])rincipal object to Assist the small proprietor. “ Conse- 
quently Ijoth are of special interest, as in the Punjab the small 
proprietor prodoini nates, and it is through a co-operativo society 
that the lirst experiment in laud credit Is being made. The 
Association at Dresden operates throughout the old Kingdom of 
Saxony and the Bavarian bank througliout Bavaria. In both 
States ho]ding.s tend to be small, in Bovaria Ot per cent, being 
under fifty acres and 36 per cent, under five.-’ 

Like the co-operative granaries already described the Bava- 
(o) Tho Bav»ri«n Agri- riau bank owes its origin to the agrarian 
caitnrai Rank. ori.sis of tlic ninctics and was founded ex- 

' In Prussia alon^ agricultural debt, of whicb a large part must tjc mortgJigo debt, amomit^ 
ed in 1902 to £377 milUon». (Enquiry by ProfesHor Seriug), 

“ The Association at Dresden is not nctually regi.stered under tbtf Co-0])erative Societies 
Act of 1889, but its general organisation and spirit are co-operative. 

* For Saxony the corresponding figures are 66 and 6 per cent. 



actly 25 years ago, in 1896. It has 25,000 members of whom; 
about 2,500 are no longer in debt to the bank. A 100-mark 
share must he taken for every 5,000 marks borrowed, aud, as no 
one may ho’d more than 1,C00 shares, borrowing is limited to five 
million marks. ^ When a moi'tgage debt is repaid shares are re- 
turned, or,*if it is desired to remain a member, a single share is 
retained. Dividend on shares is limited to 4t per cent.* 

The Dresden Association, which was founded as Jong ago 
^ 1861, also has shares, but no one may 
di/ Assodation at OrMdon! hold morc than oue,^ The amount pay- 
able depends on the amount borrowed and 
varies from five shillings (50 marks) for a loan of £25 (500 
marks) to £5 for a loan of more than £2,C00. In this 
case there is no limit lo the amount that may be borrow- 
ed ; nor is there any limit to dividend, an example which 
should not be followed in India. Another and an impor- 
tant point ot difference between the two associations is that in 
Bavaria liability is limited to 10 times the value of the share 
capital, Avhercas in Saxony members pledge their entire landed 
property. No business enterprise could have a stronger and a 
wider basis. The war indeed has shown that the security of laud 
may be greater even than the security of Government. A re- 
markable illustration of this will ho given later.^ 

83. At the outset neither bank could entirely dispense 
with Government assistance. The Dresden 
“ * ■ association was given a cash credit of £37,500 

to facilitate the sale of its bonds, for which at first there was 
little demand. But four years later the account was closed, and 
since then the bank has been self-supporting. The Bavarian 
bank has been less independent. It has never repaid the initial 
Government loan of £250,000 with which it was floated, and 
£50,000 of this is still free of interest. In 1919 another £17,000® 
W'as advanced, also free of interest and for an indefinite period, 
out of the profits made from food control. It wa.s a condition of 
this loan, a condition that might be imitated in India, that the 
four co-operative central banks in Bavaria should advance 


Markn 


19U 


1921 


(appro*.) 

ahilliugs 


100 - £5 10 

5,000 « £260 

5,000,000 - £*250,000 £25,000 

* For an abstract translation of the by-laws see CahilFs llcport, p. 60. The more 
important recent amendments are given in the acconnl that follows. 

^ Xo other land credit association has shares. 


* Paragraph 92 (d). 
® 3,400,000 marks. 
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anther £10, ( 00^ at 3 per cent. In spite of so much assistance 
the bank, till recently, has never had as much capital as it re- 
quired. It has no deposits, u hereas the association at Dresden 
at the end of 1919 had 20 million marks. 'I'he contrast be- 
tween the two institutions stiggests that Government assistance, 
sparingly given in the one case and lavishly in the other, has 
been a source of strength in Saxony and of weakness in Bava- 
ria. If this inference is correct, it bears out the general con- 
clusion given above in regard to State help.® 

'^9. Anyone can obtain a loan, even thougli agriuulture is 
„ , , not his principal profession, provided that 

taortgagej" in Saxony he owns not less than 1^- acres, 

and in Bavaria he has enough laud to justi- 
fy an advance of SCO marks.-* House property is only taken into 
account in so far as it is required for farming. Residential and 
amenity value are not regarded, nor are cattle, implements and 
other agricultural appurtenances. The basic principle is that 
no property can support a mortgage which is not iinmovcable. 
In Saxony this is applied even to timber. In Bavaria forests 
are too important to be eutirely oxeiu lei, but they can only be 
considered when insured and systematically worked. With rare 
exceptions only first mortgages are acooptod. In Bavaria a 
second mortgage will only be taken when the bank bolds the 
first mortgage. If a loan is required to pay off an old mort- 
gage, the money is jiaid to tlio mortgagee direct, either by the 
association itseli or through om? of its local agents. If the maxi- 
mum loan that can be sanctioned is not sulficient to clear the 
old mortgage, no loan will be made. 

90. Before a loan can be given the land must be valued. 
Vain aim — importance of accurate valuation can 

(a) '’‘luSaxony. scarccly 1)0 exaggerated. If too cautious, 

credit is unduly restricted ; if too liberal, the 
bank is endangered. Each association has its own method. In 
Saxony the basis is the land tax. Forty times the tax is taken as the 
approximate value of the land, and advances are made up to 60 per 
cent, of the amount. As, however, the tax is based upon a land 
assessment made in 181-3 and land values have risen enormously 
siuce, more will be advanced if desired. In that case some 
reliable member of the association living in the neighbourhood is 
asked to inspect and report upon the land. Sixty per cent, of his 
valuation is the maximum that can then be given, but to guard 
against loss not more than 50 per cent, is usually allowed. In 

^ Two milUoo marks. 

* Paragraph 50 (c), 

^ 1914 ; £25,*now about £2 ; 10. 
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fleterminiii!^ the precise amount, the qiiality of the land and the gen- 
eral agricultural conditions of the neighbourhood arc considered. 
These can he readily ascertained from information available at 
headquarters. Information of this kind is important, for without 
it local vahiations could not be checked. If there is reason to 
doubt the latter, a member of the Coiineil of Admiuistration is 
sent to the spot to report. But on the whole valuations can he 
tnested, and it is only occasionally tliat local influences induce 
tco ^generous an i\stiinate. The association has about 300 spe- 
cial local agents called “men of trust” (Vertra.uensmannor), 
who arc freely used for the purpose of valuation. For this they 
only receive a fee of a shillin;' or two. 

In Bavaria no attention is paid to tho land tax, whieh is 
. . , considered too mechanical a test to annlv to 

{/,) ill ISiivnm. . , , . . 1 ' 

Widely varying individual circumstance, 
though it is admittedly a convenient practical basis till tho ue- 
cessaiy local knowledge can he acquired. Nor is mucli advant- 
age lakeu of the local agent who is only used in doubtful eases 
of small importance. For the most part tlie liank works through 
its own officials, w!io are encouraged to go to tlie spot as often 
as possible, in ordei that they may acquire the local knowledge 
which is regarded as the only sure basis for accurate valuation. 
IMion land is inspected, the official has to gauge not only sale 
value but also net yh Id, paying, however, more attention to the 
former Net yield is naturally difficult to estimate, and in 
Saxony, with some sliow of logic, it is ignored on tho ground 
that it varies witli each cultivator, and that in tho 50 or 60 years 
that a mortgage lasts the cultivator may change several times. 
Neither in llavaria nor in Saxony is the present inflated value 
of land, due to a grossly depreciated currency, accejited as a 
basis for loans. But, whereas in Saxony agents are specially 
instructed to value at pre-Avar rates, in Bavaria a 10 to 25 per 
cent, increase in A'alue is admitted, as it is assumed that prices 
will not return to a jiro-war level. On the other hand not more 
than 60 per cent, of the total value may be advanced which is 
10 2)ercent. less than the maximum limit in Saxony. ' 

The dominant feature of both systems of valuation is cau- 
, T 1 - tion combined with accurate local knowledge. 

Ui tho two the Bavarian system is likely 
to he the lietter adapted to India, as it would be difficult at first 
to find a sufficient number of suitable local agents, and delay 
Avould he almost inevitable. In Saxony it takes no more than 
a fortnight to obtain a valuation, and in Bavaria witli its more 
bureaucratic system it is said to take only ten days, and less if 
the case is urgent. But India could hardly expect to rival this. 
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91. Both in Saxony and Bavaria tho local agent or * man 

of trust ' is an important link bet'veou the 
*' bank and its many thousand mouibers. In 

early days in Saxony he was gener^iUy a village soliooUuistar or 
a parish priest, but tho spread of education has ina do it p.>5sil)le 
to use the small proprietor In Bavaria the agrieultural 
teacher is still freely employed. Though only bare exptmscs are 
paid, plenty of good men are available as co-o|)erativ 0 spirit is 
strong. In addition to making valuations they assist the in- 
experienced cultivator with his application, and in Saxoay they 
sometimes accompany him to the ha.nk to steer him through the 
perplexities of .mortgagi; credit formalities. For this tliey re- 
ceive a commission of |tli per cent, of tlie loan. In India, a simi- 
lar system will be almost a lu'cessity to the illiterate cultivator. 

92. We come now to tho crux of tho matter, namely, tho 

, issue of bonds. As most people knoAV, this is 

JkfortgHge lionds, . , . i I rni 

iow saiui mortgage loans ar.c t^nanct^i. They 
(a) Thftir Ishuo. issued in series varying iii valuo fro u 

£25,000 to .£50,000. ^ Tlii.s is done for convi'niouoe, as it is easier to 
deal in a series than in an iudefmice number of isolated bonds. 
Like any other type of security, they are 1) night and sold on the 
stock oxoliauge and carry fixed rates of interest, which may differ 
from series to scries, but arc the same for all the bonds of a single 
series. Originally in Saxony tliey were given to the lioirower to 
negotiate, but, when it was found that thi.s put him at the mercy 
of a market that he did not understand, ho Ava.s.paid in cash. This 
is now the univei’sal system and tlio only possible one for India. 

Neither in S.ixony nor in Bavaria docs the borrower get the 
f p. full amount of liis loan. 2 per cent, is deduct- 
peases, od foi* exp.cvises and stamp duty per cent.), 

and in Sa.xony there is a further deduction 
of 3 per cent, to cover any possible loss on tlie sale of the bonds 
issued against the loan. If, for instance, the current market rate 
for bonds of a particular series is 101, only 9d per cent, will be 
paid to the borrower in cash. 2 per cent, is deducted for expenses 
and 3 per cent, is retained till the whole series is sold, rhli may 
take three or four years, at the end of which, if tho total price ob- 
tained for the bonds (less the 2 per cent, deducted for expea.ses) 
exceeds the total amoimt paid in loans, the balance will be credited 
to the members concerned in proportion to their loans ; or if there 
is a deficit, which hoivever is rare, fheir accounts will he debited 
instead. 

^ 5 1 j 10 mlitlou inarVi. 

H 
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I’or the first two or three years both banks found it difficult 
to sell their bonds. We have already seen 
(.) Early Diffienitios. difficiUty was met by 

obtaining financial assistance from Government. In Bavaria 
the commercial banks were given a specially favourable com- 
mission to induce them to do their utmost to sell the bonds. Gov- 
ernment pressure, too, was applied to Public Trusts, Local Bodies, 
etc., to buy them. Both in Saxony and in Ba-i aria the bonds liave 
been declared Tru.ctee stock. 


In Bavaria the bonds have fluctuated little in value, but in 
Saxonv in 1870, owing to the Franco- Prus- 
(rf) Fi«ct«at,o„8. gg. The receut war 

had just the contrary effect. The bonds, which in 1014 stood at 
97, rose to 113 and in October 11)20 still stood at 108. At t iat 
time war loan stock, issued at 98 and carrying a higher rate of 
interest, stood at 77.^,. Tins remarkable contrast is due t » the fact 
that the. land on which the bond is secured is as valuable as evm', 
wliercas the credit of Goveraiuont has been shaken by depreoia- 
tion and defeat to its foundations. It is a good illustration ol 
what was said above, that ultimately the scemrity of land may be 
even better than the security of Government. 


It is a fundamental principle in the issue of these bonds that 
they must not e.vceed the amount on 
(e) oancoUingoi 1 Accordingly, as repayments are nnulo, 

bonds of a corresponding value arc redeconed either by purchase 
or, if they stand above par, by annual lottery. In Savony, till 
recently,' bonds bad to be bought in by lottery at par. and as 
their price generally stood below ]>ar, this w'as an advantage to 
the 1)011(1 holdc'r. iSow, however, the bonds are too popular to 
need a fillip of this kind. For ordinary mortgage banks it is, I 
bolieve. laid down that the value of the bonds issued should not 
exceed 10 times the amount of their paid up sliares ixnd reserve. 
Though this ratio is not adhered to by either of the two associa- 
tions"! am d( sciibirig, it might bo prudent to do so in India, at 
least till experience is gained. 

93. In Saxony there are t)vo scales of repayment. One 
exlends over 59, and the other over 78 

Lonns ycais. Ill the lirst case ^J,ths per cent, of 

(«) Amorti.utio.= System, tlic mortgage debt is repaid each ye^. 

in the latter only ith. In Bavaria, 
subject to a minimum annual rate of \ percent which takes 62 1 


' In Kavftria a tempoi ary excels must bfi coveretl eitlier by cash or by Oovermnent bonds 
valued 5 iJcrccnt. below tbclir ninrket value. 



years for full payment, a member may decide for himself 
the rate of repayment. This rarely exceeds 2 per cent, of the. 
loan. These repayments, which are made every 6 months, 
arc credited to a .sinking fund, which is allowed to accumu- 
late at comjound inlerest till sufficient to extinguish the 
mortgage. In addition to principal the six •monthly amor- 
tisation payment includes interest on the loan, now 1 per cent, in 
both banks/ and a charge to cover the costs of manage- 
ment. In Bavaria A per cent, is charged for the latter, but in 
Saxony not more than roth per cent. A charge is necessary, 
as the rale of interest paid by the borrower is exactly the 
same as that paid to tlie bondholder. 

A loan cannot 


(ft) Kt'pny incut 

dftU*. 


the power 
safeguard. 


Ijcfc.vc 


he recalled, except in special circum- 
etan(?es which are specified in the by-laws. 
Generally speaking they are circumstances 
threatening the security of the loan, but 
is rarely, if ever used. It is, however, a necessary 
A borrower on the otliej’ Iiand may r(,>])ay as 

soon as he wishes. But in that case, so far as Saxony ig 

concerned, a r(\paymeut made before it is due must he made 
in bonds, and the bonds must he of the same series as tbe 
bonds issued to cover the loan. In Bavaria, cash will be 
taken sul)ject to six months’ notice. The fullest advantage 
of the privil(^ge has recently been taken, as the war has brought 

a momentary prosperity to the farmer. In the last 8 years 

the Bavarian hank ha.s been repaid 30 railliou marks Imfore 
the prescribed date. The proprietor’s gain is even greatcT 
than ap])oars, as these 30 millions were borrowed in gold 
and have been rej)aid in paper. It is estimated that the 
mortgage debt of Bavaria has been redueed by a quarter. 
This phenomenon is not peeuli.ar to Germany. Probably 
every country in Europe, in greater or less degree, has the 
same tale to tell. It is not that war and 
go hiind in hand, but war paralyses the town 
country relatively unscathed. 

In these oireiunstances, as can be imagined, default is rture. 

In Saxony at the end of 1919, out of a total 
of £132,000 of interest due to the As.socia- 
tion only £75 remained unpaid. But even before the war 
default was uncommon. In the 10 years ending with 1013 the 
average number of auction eases in Saxony was less than one 
per 1,000 borrowers. Before land is auctioned, the defaulter is 
given 16 days’ grace, at the end of which a reminder is sent. 
Failing payment within 8 days, the member is sued and 1 per cent. 

* In the Bavarian bank the rate may not, under the By-Iav' 3 , exceod 5 p.c. 


rural 

and 


prosperity 
the 


(c) Defaulters. 
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penal interest is levied. Process is summary, but even so, if the 
proceedings involve an auction, they may easily last six months. 
When for good reason repayment is difficult or impossible, an 
extension of tbreo months will be given. If more is needed, a 
local agent is asked to report. 

94. In addition to the ordinary mortgage business the 

^ Association at Dresden makes a certain 

mmiber or short-term lo:ins seeured by 
mortgages. This is only done when a loan is not required for 
more than two or tbreo . years, or when tlio market is too 
unfavourable for tho issue of bonds. In that case the loan will 
be converted into a long-term mortg;ige as soon as conditions 
improve. The business under this bead is small, and in 1919 
the amount outstanding was only £32,000. 

95. A word must now be said about management. The 

Bavarian bank is organized like any. other 
, anagcmcn.. co-opcrative societv ; that is to say, it hasj a 

committee and a hoard of supervision. The former consists of 
two paid officials. The organization of the Association at 
Dresden is more elaborate. In addition to a directorate of three 
paid officials, tliere is a Council of Administralipn and a joint 
committee formed of tho directorate and the council, There 
is also an entirely separate audit committee of 5 chosen liy the 
General Assembly to cheek the accounts. In Bavaria tlie dir- 
ectorate is elected by the General Assembly, but in Saxony this 
is dene, with perhaps greater prudence, by the council. The 
memhers of the latter are paid a fee of £5 * a year. In Bavaria 
the members of the corresponding board of supervision receive 
only their bare expenses. Both bodies arc in effect honorary. 
The General Assembly is held once a year, l>ut is poorly 
attended. At Dresden in 1919 oidy 53 out of 15,000 members 
were present, and at Munich not more than 40 or SO come. 

96. In Bavaria, owing to Government’s large huaiicial 

. o . . interest in the bank, there is a State Com- 

nussioner who attends the moetini^s or tho 
beard of supervision, watches the bank’s dealings in bonds and 
generally controls its affairs. The Association at Dresden is 
also siffiject to supervision of a similar character. Land 
Credit is too complicated and the interests at stake too important 
for G ivernment to remain entirely aloc<f. This applies not only 
to Germany but also to Denmark, Hollaud and llussia.^ India 
can hardly expect to be an exception, 

' 1,000 inaiks, 

^ Smith-OordoD, Co-operation for Farmers, 
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97. Both associations advance considerable sums to local 

liodies who borrow freely for roads, water-* 
lioanB to Local nodios. -^ ovlcs, eleclrio scheiues and other public 

works. The loans require the sanction of Government and are 
usually made for 80 years. They are secured against the entire 
resources and taxing capacity of the local body concerned and, 
as in the case of mortgages, are financed by the issue of bonds. 
In Saxony these loans are almost double the amount advanced 
to individuals and at the end of 1919 totalled nearly £2 millions. 
It would add mucli to the utility of a mortgage lumk in India 
if this form of credit could also be undcrlaken. 

98. Together the two associations have advanced over 

millions' to acricultinists. The Bava- 

Exlcutof PuBlm*. pyr of 

the total land mortgage* business o( Ihivaria. tor 1919 the com- 
bined profit of tJie two institritiors exceeded £1,000.'' the stately 
premise.s of the J^resdem Association sufticicntly attest its pros- 
perity. Tlie Bavarian hank is also 'well housed, (rood housing is 
indeed a marked feature of the larger co-operative institutions in 
Germany.^ 

99. ' The Bavarian bank is the only land cr<>dit institution 

in G(‘rinauv that is registered as a co- 
In>l«rla.cerf.-i.n!,!UUy. SUcielV. This fonU It fuuls a 

little irksome. Under the Co-op ei’ative Societies Act ot 3889 
not only must every society have .share.s but, suT) 3 ect to notice, 
every member can withdraw with his share when he likes.* 
In the last five year’s, owing to so many mortgages being prema- 
turely extinguished, nearly 5,000 members have withdrawn. 
The disadvautage of this is obvious, and incidentally the return 
of so many shares involves much office work ■which adds to the 
cost of management. Shares, too, iavolv'e dividends and the 
issue every year of 26,000 dividend warrants^ is no light task. 
On the other hand shares bring capital whicli may be badly 
needed. The directors suggested that it would be better, either 
to have a substantial entrance fee witliout shares, or equal shares 
(each member holding the same amount) without dividend. 
In either case, to obtain capital, members might be obliged 
to pay a special commission on thoir loans or a contribution 
proportioned to the amount borrowed and repayable on the 
extinction of the mortgage. The directors added that, w hatever 
form is adopted, simplicity was essential. The costs of man agem ent 

' SCO jiiiUjon inarke. 

* ^owberrTn Gemany did I »ee anytiiing in any way corresponding to tbe exiguous 
quarters occupied l>y the llegistrar and his staff at Lahore. 

* See Appendix (ft). ^2 



depend upon tliis, and incidentally the reserve, which can only 
he built up out of profit. Under their by-laws both associa- 
tions have to carry 1 0 per cent, of their profit to reserve. But 
this is only a minimum, and the Bavarian bank in addition to a 
statutory reserve of £3,000 has a special reserve of over £7,500.^ 

100. In Bavaria, and to a lesser extent in Saxony, the chief 

... ' ,, obiect lias always been to assist the small 

PToviiotor. proprietor. That tins object lias been sub- 

stantially achieved in Bavaria is .shown 
by the fact that, np till 1912 (no later figures are available), 64 
per cent, of the total number of loans were given to proprietors 
of 25 acres or less, and in 191,9 0 > per eent. of the outstanding 
loans were for .sums of Ti.OOO'-* marks or Ic.ss. This is a satisfactory 
record, as there is always a temptation to prefer a single loan 
of large amount to a number of small loans which involve 
much more labour and expense. 

101. An all important question remains. Borrowing has 

bee ii rendered easy and cheap, hut has debt 
been reduced There is no certain answer 
to this question. The directors of tlie Bavarian bank thought 
it most unlikely that debt had increased, as the Bavarian peasant 
has a luinltliy fear of debt and always does liis best to be quit of 
it as soon as possible. Moreover, the objetd of every lo an has to 
be stated, and if the bank is not satisfied of its utility or neces- 
sity, the loan Avill be rcfubcd. In Drc.sdcii the competition be- 
tween the different banks makes this impossible. In India it will 
undoubtedly be advisaltle, for in a backward country, wliere debt 
is almost a habit, < hoa|) credit must he controlled or it becomes 
a curse instead of a blessing. A good safeguard is the provision 
that not more than eO or 60 percent, of total value may be ad- 
vanced. A minor safeguard is the rule of the Bavarian hank 
that atiy loan exceeding £250 requires the sanction of the 
hoard of supervision. 

102. If these two institutions have been described atoxcep- 

, , lional lonsrtli. it is becau-se the organization 

ditto ia.1’3. of a. sound system ot land credit is of urgent 

need in India. Nowhere is the need greater 
than in the Punjab which with its 40,000 money lenders is the 
most usurer-ridden province in the country.^ Recent enquiries 
show' that the agricultural mortgage debt of the Province can 
hardly be less than 20 crores of rupees.'^ Tlie hulk of this is 

’ IJ millicm uiavk-i, 

« £260. 

1021 — £25 » approx.) 

^Calvert, Co-operation in the JPuniah, 

*£30 millions. 
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borrowed at an average latc of i2 per cent. A proper system 
of land credit would reduce tbc rate to 8, if not to 6 per cent. 
In Germaiiy tho reduction has been from 7 or 8 to 4 per cent. 
The Punjab might therefore ultimately save a crore of rupees a 
year, which could be applied either to the reduction, of debt or to 
the development of resources. And there would be tho further 
advantage that lending Avould be controlled, promiscuous borrovv- 
ing would cease and unproductive debt would gradually dis- 
appear and productive take its place. I’o the s(5eptic all this 
may well recall Utopia rather than the Bast, but 15 year.s ago 
few thought that it would l)e possible to free tlui cultivator from 
the immemorial bondage of the u.surer. Yet in many parts of 
India his power is already shaken, and in the Punjab alone 
nearly 8,000 village banks stand in Jiis place. The problem of 
personal credit lias in fact been solved. Now it is time to tackle 
the more difficult problem of land credit. At the outsat finan- 
cial assistance from Government will bo necessary, as it ^va3 
with the first village banks. But eventually there is no reason 
why the land should not finance itself. One reason why land in 
the Fnnjah fetclios an almost fantastic price is tho ab.senco of 
good invcstinents for .snrphis <'apital. The bonds of a good land 
credit bank should help to re-nedy this, ff at t!ie same time, as 
lias b(!en urged above/ tlie village bank is made a reservoir for de- 
posits as well as loan.s, there should be no dearth of capital. 
Pinally, a properly organized .system of land credit must ulti- 
mately drive the money lender from his last stronghold." There 
are few relationships so injurions to both parties as that of monoy 
lender and borrower. In India it is almost invariably demoraliz- 
ing, and it makes little dilference whether tbc money lender is 
a bania or an agriculturist. It is only when lending is imper- 
sonal and when it is controlled t)i;it it does not do harm. The 
great merit of co-operative cMdit is that It sati.sfies lioth 
conditions. 

* I’arayrapb 6. 

‘^That tho pr oliloiu is at or.ee* hiiport-iiiit f-t' s?hovvn bv tho ; — '* .li 

jeiivliiiig U !lif. Iratle iu Mu' ; It ylobU /r/i'.M ll’.iifc i‘x:ceoJ tho e ilori/-) I t’roiij 

ijulture ; it luiisled to bet das; .'iri:! •! «.-;«, ao l at oiie tiiroatroo;! ’’ho 

vUxiwjf tho Piinjab^fl one big iudaatry — -Calvert, hi 'he P^injal, piigo o. 
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CHAPTER VIII.—Eleclricity societies. 

103. In India oniside tbe larger towns electricity is rarely 
available. At first sight, therefore, it would 
nspid ii.iifftc in (icr- gp{ jij stiperfluous to wi'itc ol electricity so- 
cieties. Ibtre are, how over, signs that as the 
primitive “ chiiagh ” has given W'ay to the kerosine lamp, so the 
latter will eventually bare to yield to electric light. Already in 
the Punjab schemes are afoot ff‘r supplying half the province 
with electricity. The example of Germany shows the potential 
value of this to the development of agriculture. Nearly every 
agricultural machine 1 saw, whetln-r for threshing wlieat, cutting 
fcddcT, hulling rice or elevating' grain, was driven by electricity. 
Accordingly it is not surprising to find that in the last 10 years a 
large number of electiicity societies have sprung up to supply a 
need, which the economic consequences of the warhaveonly in- 
tensified. A.S a rc.sult of the war everything i.s scarce and corres- 

S mcliugly dear. Coal and oil are only to be had witli difficulty. 

orses and draught cattle cost fabulous prices and wages are 10 
times what they were. It is natural therefore that Germany 
ahonld turn lo her hills and to lier mounlabs for the one thing 
that is as ahundant as ever. Witli an ample supply of water 
pow er and witli the clcclricity that can be generated from it, the 
labourei can he rcplaood by the machine, horse and bullock 
by . the tracloi arc! the oil lamp by electric light. That the 
process has alr eady begun is sliow n by the fact that at the end 
of 19i;0 tlioie Avorc 2,970 elcctrieity societies of which 1,701 
have been slaited in the last itvo years. Many societies, in 
Pavaria. for instance 15 out of 63, have their oven power stations,, 
hut with most the object simply to provide their members 
with eleclricily Avliich is ohtaired from a central power sta- 
tion. This i.s tlie; form that might, 1 tliink, he introduced into 
India and which I now propose briefly to describe. 

1()4. To secure electric light two main operations are ncces- 

^ sai’V. A general distribution system must be 
e » iim loll . jh.cm. j|j0 fitted with 

an installation. The former is always done by the society, but in 
Bavaria the latter is usually left to membe'rs to arrange for 
themselves. In that case the society, to ensure a sufficient 
measure of uniformity, stipulates that only certain firms shall he 
dealt with. In the Rbine Province a number of societies under- 
take both operations. But experience seems to be against this as 
it involves more supervision than can be expected of the average 
society. In Bavaria, when the distribution system is complete, 
it is often surrendered to the central power company without pay- 
ment. The advantage of this arrangement is that all maintenance 
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charges devolve upon the company ; its disadvantage that 
it places the society at the company’s mercy. In Bavaria this 
is not considered a serious drawback,, as electricity supply eoiu* 
panics are strictly regulated by law. In the Rhineland on 
the other hand it is the rule for societies to maintain their own 
distribution systems, and, unless it is proposed to dissolve a society 
as soon as the cost of erection has been recovered, this would 
seem to be the wiser course. 

10.5. If the system is .suvrendcred, the cost of erection is 
„ . . recovered from members l)v annual pav- 

ments, which, include* a charge lor interest 
and extend over a consideralile period. Before the war the period 
fixed varied from JO to 20 years, hnt owing to his prosperity 
during the last two or tliree yeans the small pea.sant projiric tor lias 
been aide to pay much faster than w'as expected. Con.seqnently it 
is impo.ssiblo to say how long would normally he required for 
full payment. In the rimjab it could hardly be less than 
15 or 20 years, except perliaps in districts wdiere inoiny was 
unusually abundant. If the distribution system is ladained by 
the .society, the prolilcm is .substantially the same though the 
method is different. Capital cost has not to be rticovered as 
such, but every year allowance must be made for depreciation. 
In the Rhineland societies are recommended annually to 
write off 5 per cent, of the original cost, wliich means that the 
whole will he paid for in 20 years. A good exoinph.* of this is a 
Boeietv of 40 members, whicli in 1913 erected a distribution 
system at a cost of £750 and in the first 6 years wrote off £200 
and in addition carried £90 to re.serve. TJiis can only lie dona by 
fixing a fairly high charge for light, and power. IViymcnt for 
the latter is not invarialily made through tlie society. When 
the distribution system is surrendered, societies usually allow 
their members to pay the company ooneornod direct. 

100. Like every other agricultural co-oporative society 
, , Avhich requires an expensive plant, electri- 

City societies are linaiieecl partly by share 
payments and paitly by borrowing from the local village or 
central bank. Ocoasionally a commuae wdll guarantee a loan, but 
only ■when there is general eagerness to obtain electric lijrht. 
The German co-operative hanking system is so good that neither 
in Bavaria nor in the Rhineland, the tw'o areas wliere enquiry 
was made, has any great diflliculty been expcrieQced in obtaining 
funds. Latterly indeed so much money has flowed into the coun- 
tryside, that many societies have been able to raise a substantial 
part of their funds from their members, figures for over 700 
societies in 1919 show that about 70 per cent, of their working 
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capital was borrowed. The proportion now is probably nmch 
less. 


A greater difficulty than the provision of funds is to secure 
that estimates are not exceeded, and tliat income and exx)enditure 
can be balanced without unduly liigli rates. In India estimates 
are proverbially unreliable. Accordingly every society should in- 
sist upon liaving its estimate guaranteed, if it wishes to avoid 
serious financial enil)arrassment at the outset. Indeed the 
various financial aspects of a scheme cannot be too carefully ex- 
amined, before a society commits itself irrevocably to an under- 
taking from whicli there can be no withdrawal. A oroamery, an 
elevator or a factory will always fetch some sort of price if they 
have to be sold, but an electrical distribution system lias no value 
apart from its special use. The greatest caution is therefore 
required at the start. Further, wliere payment for light and 
power is made through the society, the charges should he 
pitched .sufficiently high to cover all expenditure and leave 
something over for reserve. This ohvions truth would hardly 
need to he stated, but for tlio fact that in 1018 nearly half 
of tlie 700 societies meutioned above wmrked at > loss, wliich is 
mainly ascribed to tlie neglect of tliis elementary precaution. 
Too often the conunittee, influenced by popular pressure, is led 
to fix a rate which is inadetiuatc. 


107. Liability in these societies is usually limited, and, 
provided sliare payments are vsuhstantial, 
tliisis generally agreed to he sound. ‘ But 
if a society is small or members poor, unlimited liability may 
he a necessity to enable a sufiicient .sum to he borrowed. This 
tendency has already been noted in connectiou with snilk and 
vine-grower.s societies. The number of members in an (dectri- 
city society varies uiucli from place to place. Some nave barely 
a dozen, others several thousand members, Imt the average runs 
from 50 tc 70.“ 


108. A detailed account of a soeietv I saw in Bavaria Avill 

V 

serve perhaps to bring out more clearly some 
s,c'™r *' * ' ' *^*^ points explained above. Gresskavo- 

linenfeld is a long straggling village of 800 
inhabitants lying within sight of the Alps, much as Gurdaspur 
lies within sight of the Himalayas. But for a small factory it is 
entirely agricultural. In 1917 the great shortage of coal, petrol 
and benzine led the more energat c spirits in tin village to try 
an*! form a society to obtain electricity from a central power 
station in the mountains 17 miles away. There were tlie usual 


' '.!■ 1919 only 11 per cent. hvA tmliraitcd liability. 
• 1918 tbe avtragt for 1,007 aooieties was 50. 
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prejudices to overcome. One sr.id electricity would be dearer than 
oil, another tint it jvould be dangerous, a third that oil lamps were 
good enough for him. Por 6 mouths the issue was doubtful, but 
at last, after half a dozen public meetings had been held, 56 ia- 
habitaiits agreed to joiu and the society wa.s launched. It has 
now 102 member-!, and only 20 ivreconcileahles hold aloof. Most 
of the members are small proprietors, but they also include the 
local innkeeper, 2 blacksmiths, a hammersmith, a w'heelwright 
and both priests. School and church, too, are both lit by the 
society. 

The first step w.as to conclude an agreement with the nearest 
electricity supply company and link up the village with its cen- 
tral power station. The contract Avas made for 25 years and a 
distribution system erected at a co.sl of .St, 500. This was 
£l,dtO0 in excess of the estimate, a point wliicb is worth noting 
in view of Avhat has been said above Tliero w'as ‘ much grousing ' 
(viel geschimft) , said the secretary ui the society rather ruefully, 
but fortunately there were no withdrawals. As soon as the in- 
stallation 'was ready it was surreuderod to the company, Avhich 
in rolurn xindcrtook to maintain it indefinitely in proper order. 
The society has therefore no furtluu' expense in the mutter. To 
meet the iuitial cost £1 shares w'cre issued, each Avith a liability 
of .GlOO, on the strength of Avliioh a large loan was obtained 
from the local vblage bank at d‘| per cent. As it was decided to 
leave members to deal Avith the company direct, the cost of the 
syste u could not be recovc'red tlirough tlie. price charged for con- 
sumption of light and power. rnst< a(l, e ach member was assessed 
at :G5 for cA'ery electric lamp put into his liousc, and, if ne had 
any raacdiincry, at GlO for each unit of horse power. The soo 
retary of the sociidy, for instance, installed a dozen lamps in hia 
lioixse and w-as tlnwefore assessed at GOO. In addition he had to 
pay another £d0 for tlio installation ins ae his house, every 
member being left to arrange tins for hiraself. His total bill Avas 
£100, an amount which roughly represents what most members 
had to pay. Altogethei- . 00 lamps arc now in use and machines 
wutli a total of 90 lior.se pOAver arc driven by electricity. Ten 
years arc allowed for payment of principal and interest at 14 per 
cent., equal payments being made each year as with the repay- 
ment of a mortgage. During the last two years, lioAvcver, mem- 
bers have made so much out of their land that of tho original 
£4,500 all but £180 has been paid. Otherwise this would pro- 
bably have taken nearly SO years. 

Very little now remains for the society to do. Tho distribu- 
tion system has been surrendered, members deal direct with the 
company for light and power, and nearly every one in the village 
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lias joined. When the outstanding balance of £180 has been 
recovered, the society will have no alternative but to dissolve. 
Meanwhile it has conferred a great benefit on the village. The 
oil lamp has been almost banished ; the supply of light no longer 
depends upon a distant and uncertain market, but on the unfail- 
ing streams of the neighbouring mountains ; the danger of fire 
is appreciably reduced, and the smith, the wheelwright and the 
cultivator can now use tlie most up to date machinery, in the 
last case to the great advantage of the land. In this one small 
society are admirably combined the tJiree great objects of agricul- 
tural Co-operation, better farming, better business and better 
livincf. I see no reason wliy in the more jirosjierous villages 
round the towns like Amritsar, Lyallpur and Lahore, the ex- 
ample should not bo followed. 
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CHAPTER IX. — Craftsmen Societies. 


109. This report deals mainly with agricultural Co*opera* 

„ , tion, and so far only this side o£ the movo- 

e ovettien . uicnt lias been described. In tiie three 

following chapters, however, we must touch on tlio urban move- 
ment, which is too important for India to be entirely ignored. 

Craftsmen or ‘ Handwerker ’ societies, as they are called, 
were started 20 years ago in different parts of 
“ Germany on Schulze- Delit'/sch lines, though 

not by the Schulze-Delitzsch Federation. The latter held aloof, 
distrusting the influence of Government, which promoted the 
movement in the hope of weaning the craffcsuiau from his 
Liberal tendencies. At the end of 1.920 there were J(,215 societies, 
of which 1,692 have been started in tluj last two years. ^ 
Urban as w'cll as agricultural co-operation lias felt the spur of 
the ever rising prices, and the craftsman, like tlio peasant pro- 
prietor, has been forced to combine to secure the material of his 
trade at a price that he can jjay. Societies are not very large. 
In 1918 the average was less tlian 70, But busimvss is eonsider- 
al le. In the same year goods to the value of we;l over 600 
million marks were sohi, .Finaucially socielies appsiar to be 
strong, for they own 35 per cent, of tbelr working capital. Pro- 
gress is, however, cbe(piered with failuio. In 191.8 11 per cent, 
worked at a loss, and in 1920 there were 2.50 in licpiklation.® 

In Bavaria, where I studied the movement, tluu-e are about 
„ . 300 societies, and as many as 31i different 

occupations ai*e represented. 1 give a list 
as it shows not only how w'de i.s the aiipeal made by Go-operation, 
but also hoAV varied is the effort needed to satis! y even the 
simpler requirements of civilized life. The societiiis inclmlo 


Bakers. 

Batchers. 

Grocers. 

Milkmen. 

Laiindrynien, 

Barbers. 

Tobaccoiiista, 

ITotelkecpera . 

Watchmakers. 

Bookb.ndew, 

Bnishmakerii. 


Electrical Itistinmciit iiiake:B, 
Slioemakors. 

Tailors. 

Weavers. 

Joiner SI. 

Carpoiit eta. 

Tumors. 

UpholstoTc-rs. 

Painters. 
v\ indow-cleaners. 

Glaziers. 

Trellis oiakers. 


Eurnilure uiaktrs. 
Potters. 

Taniiern. 

Paddle rs. 

Stoneij vittors, 
Bcftll'oldcrB. 

Tinsmiths. 

Lordr and Cop)if?mnitli8. 
Wood and Ciial sellers. 
Wlioolwriglita. 
lV>primukors. 


All these different occupations have separate societies, though 
only the tailors, shoemakers and bakeis have more than ten 


'But 625 were disBolved, 

*Some of these were doubtless casfs of amalgamation. 
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societies each, aod all but three classes are represented in the 
single town ol Munich,' whicli is as important a centre of 
Go-operation as any city in Germany. 

110, Societies in Germany are of two main typos which 
are often combined, namely : — 

Typos of Socieiy. 

(а) Supply societies, to provide members with their pro- 
fessional requirements, and 

(б) Production societies, whicii undertake contracts and 

distribute the work amongst their members wlio are 
paid a fixed wage. A few of ‘hese arc pure produc- 
tion societies, tlnit is to say, they Iiave a common 
workshop, but tliis is a difficult form of Oo-operatiou, 
and in u ost proiuction societies the member works 
at borne. 


111. Supply societies are the commonest as tlroy are the 
^ , simplest type. Tn 1920 one half belomred 

to this (Category, 1 heir t\ro dangers are a too 
(«) nifficvi ks. liberal allowance of credit to members, and 

a speenlativo tendency to buy more than is needed. 'I'he question 
of credit is governed by much the .same eonsidorations as in a 
rural supply society. The period for wbicli it is allowed should, 
however, he shorter, as a craftsman’s income comes in more steadi- 
ly than a tarmer's, and thmo is less hold upon a mar. living in 
a toAvn than upon a man in a village. Very few societies deal 
only for cash, and I fear tha' neither town nor country, occupa- 
tion or cast e, afl'cets t lie universal disposition to go ‘ on tick 
Even more important than (he question of credit is skill in pur- 
chase. The crux of good ' supply ’ business is to buy well. 
Every inral sup] dy society has an agricultural wholesale society 
behind it for Im'IIi ])urciiase and sale. Many craftsmen societies, 
too, have Ijiiions which perfonn a similar function. At 
Nnromhc.rg T saw one tliat supplied 70 tailor societies scattered 
over Soutliern Germany. But most, societies have to depend 
entirely upon thcmselvc.<, and recently, owing to a sudden slide 
in tlie marki't, heavy losses have been incurred. In one case a 
tailors’ sociotv in Munich, winch will shortly he described, lost 
£ 6 , 000 . 

Dealings are not exclusively with members, unless neither 
warehouse nor shop is maintained. The 
'' " tendency to have one or the other is 

increasing. The warelionsc is generally preferred as it is 
simpler, hut the shop is more profitable. The tailors usually 

^Topulati jn Ib 60 G,l 00 . 
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have shops for articles which cannot be handled in bulk. A 
thing like cloth is generally supplied on a commission basis to 
avoid the large outlay of capital that would be required if it were 
stocked. The same applies to the shoemaker’s leather and the 
baker's flour. Stock is checked once a year by the committee 
under the direct control of the board of sQy)ervision. This is 
considered sufficient, provided every article is checked and a 
cursory stocktaking is oeensionally done. The auditor is not 
expected to check tl»e stock as ho has not the requisite know- 
ledge. .Fcr tailors it must be done bv a tailor, for shoemakers 
hy a shoemaker, and so on. 

Audit is done by au Audit ' Union of craftsmen societies 
, . . precisely similar to th«.>sO do.scribed in cliap- 

' ‘ ter 2. In 10 i 8 there were 1-i of these 

Fnions in Gerniany. The Bavarian Union, Avho.se headquarters 
arc at Nuremberg, is onii of the largest, and early this ye:u- (102.1) 
had OA'^er 900 affiliated societies. These are said to l)e audited 
once every IS months, and it is reckoned that au auditor willaudii 
60 to 80 societies a year, 

112. The following points, stressed by the Pre.sidcnt of the 
Mi.sctUni,e.,.ia I'oinu. Bavarian Union, are worth noting : — 

(1) Shares should ho substantial, but no one should be 
alloAVc(i to take more than 5 or 10, as a large sharelndder may 
seriously inconvenience the society by wilhdiawal. 

(2) Borrowed capital should not l)e more th.nn thrice the 
amount OAViicd. It is a weak point of weavers’ societies 
in the Punjah tliat they have heeu obliged to borrow 
so licavily. Last year tlicy owed eight times a.s much ns they 
owned, Avhereas in (Tenaauy in l'.)18 tlie eorrcspondiiig ratio for 
craftsmen societies was less than two to one. 

(g) Uoposits sitou'ld not l)c taken, as there is a t('nd<mcy 
to invest them in superfluous stock or to u«'» tinnu for e.N:teudiug 
credit. Not all societies, liowever, adhere to this rulo. 

(4) No noti-meinber should over be given orodit. This is 
plain common sense, yet it is surprising how often tlu; rule is 
broken. 

(5) In supply societies it is better to sell at market rates 
and give a rebate than at cost price without the rebate, for, when 
prices fall, only market rates will be possifilc, and if this 
involves loss it. can be covei*ed by tlui profit made when prices 
are high. .But if, when prices are high, goods .are sold at cost, 
it will be difficrrlt to meet any loss due to a sudden fall. The 
best authorities are nearly all on the side of market price c m at 
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lebate, but it is one of those points on which the co-operator 
often thinks he knows bettor than his expert adviser. 

(6) A sociof s reserve should be not less tlian its paid-up 
share capital. Till then 20 to 2.5 per cent, of the annual profit 
should he devoted to it, and thereafter 5 to 10 per cent. The 
importance of this will shortly he illustrated. 

(7) Oominittces are no longer honorary as everything, 
including time, has gone up in value. 


113. One of the most remarkable societies in Mauioli is 
a eotnbined supply and production society 
A Tniior Society, of 1,2')0 inastei* t.ii'oi‘s, some of thomeoa- 

(o) itiConstitniion. siderahlc employers of labour. The jour- 

npymau tailor is not admitted. Tiiere were 
originally two .societies, one founded for ‘ supply’ in 1880, and tha 
otlier in 10] 6 for ‘ production ’ to fake advantage of the large 
military contracts arising out of the war. The two societies 
joined forces in 1920. 'Cliey operate, in two out of the eight 
districts of Bavaria. Within the same area, but confined to 
single villages, are five more tailor societies. The Munich 
society is of the u.saal form. Shares ari? £2-10-0'^ each and must 
he paid up within threi; months. Lial)ility is limited to twieo the 

value of tiie share, and no one may hold more than ten shares. 

* «► 

A shop is maintained hut only professional requirements 
,, are supplied. When I saw it last 
iSovember it was overstocked and the 
value of its good.s was nearly :£S,000. There had been much 
speculative purchase at inflated prices which .suddenly fell, and 
a loss of £3,000^ was the result. The last balance sheet showed a 
loss of over £2,000, and tocov^er it there was only a reserve of £500. 
The society was saved from disaster liy its sister society now amal- 
gamated with it. The latter’s prjofit for the year was sufficient 
for a dividend of 90 per cent., a jioint which illustrates one of the 

J iresent liuiitations of productive Co-operation, and incidentally 
lelps to explain the rise in the price of suits. As most of the 
members of this society were also members of the supply society, 
the profit of the one was applied to meet the loss in the other* 
This was not the first time a largo profit had been made. In 
less than three years of war 309 per cent, was earned from military 
contracts. In the unfledged co-operator the profiteer is as strong 
as in any one else. 


Dealings in the shop are not confined to members, but non- 
,,, . members get no rebate, which is usually 4 

or o per cent, a year. A member is allowed a 
month’s credit up to f of the value of his shares, la 34 years 


>300 marks, 
*1.300,000 marks.! 
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not a penny has been lost through this, a fact which is 
attributed to the searching enquiry made before a member is 
admitted. In August 1920 the society had £3,000 of its own. 
Another £9,000 had been raised by deposit, mortgage, and 
overdraft. Deposits are only taken from members and there is 
a savings bank for the purpose. The promise's, which cost 
.£5,000, hare been mortgaged for £2,500. More has been spent 
on them than was altogether wise, as it is a sound prineiple that 
not more than the paid-up share capital should be invested in 
buildings. 

The system followed in regard to contracts for work is 
characteristic of the ordinary production 
., sociotv. A contract is undez'taken to sup- 

i.g. < van ply a firm, a factory or a Government de- 

partment with so many suits of cloth(!s. The work is distributed 
amongst the mem^rs and paid for at a fi.ved wage, wlricli last 
winter (1920) Tvas^oTO marks* an hour. Cloth is also supplied 
hut, as it is now* very dear, at least two shares must he taken as 
security against default. The work is done at home, and when 
finished tiio articles aie the projoerty of tlie society which is 
responsible for all profit or loss. Profit is distributed once a 
year in proportion to wages. The society will not imdcrtako 
the sale of articles made, by members on tlieir own account, 
fearing tlie competilion #that would arise if members AVi're 
encouraged to compete with each other for work. One of the 
objects of the society is to secure every member a fair share of 
all available work. This is more lo the benefit of the weak than 
the strong, hut it is the special jiropcrty of Co-operation to 
lirotect the weak against the strong. To the efficient master- 
craftsman, tlip advantage of a society of this kind is that it 
enables him to hold liis own against the three-headed monster 
of ring, trust and syndicate, wliicli is rapidly swallowing up a'l 
wdio stand for themselves. The independyit master-tailor is 
finding it more and more difficult io preserve his freedom, and 
is gradually being forced to enter the service of others. By 
joining a co-operative society he does not cntiridy escape from 
service, hut i^f the society is rccvlly co-operative and not another 
form of the Trade Union, as It^ilian societies are apt to lie, the 
service may AA*ell be perfect freedom. There are five or six 
hundred master tailors in Munich and nearly all are said to lie- 
2ong to this society, which shows that it satisfies a need. 

The society is managed by an executive committee of four in- 
, , „ • ^ . eluding the manager who alone is paid. There 

Management and • ^ i ic •• i 

p.eservo. IS also a Doaru or supervision winch meets 


’Loss than pence. 
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about once a month, and twice a year there is a general meeting 
which on the last occasion was attended by 480 members. A 
small fund of £50 has been formed to help impoverished 
tailors. Owing to high prices and shortage of raw material, 
unemployment, wlion I was in Munich, was acute, and I was 
told that wlien work had to be given out by the society, a 
queue of members would begin to form as early as 4 a.m. 
There are two formal reserve funds and a third for taxes. In 
addition there is the latent reserve of undervalued stock, a 
feature common to nearly all tfie societies I saw in Germany. 
In this case furniture, etc., worth 50,000 marks was valued in 
the balance sheet at a single mark. Since tlie l.eavy loss 
experienced last year, it has I)een decided tiiat at least 40 per cent, 
of the annual profit must be carried to reserve, till it is equal 
to the share capital which no\v stands at over £2,000. The 
society has made the painful discovery that a reserve cannot 
he too larwe. It only remains to add that its turnover for 1919 
was £30,000. 


114. <hit of the 1,500 craftsmen societies cxistiiio- in 
Germany in 1020, 1,280 were ‘ production ' 
Prn.iu.iioi. with socictios. A Small proportion of the, sc in 

lor instiinco ?x do/^on, rto 

pure production societies with a common worksliop for their 
members. This is a form of Co-operalion tJiat is as difficult 
as it is advanced. To succeed a society must have a manager 
trained to business. This is rarely an easy matter, as most 
craftsmen prefer to work under one of themselves, and few 
have the necessary training. It is the .same difficulty that was 
noted in connection with granary societies, b Away out of it 
is to have a member of the craft as a manager and a man trained 
to business as accountant, but only a large society can 
do this, and a largo society of this kind is a form'idahle 

undertaking. 


The crucial difficulty, however, is to induce members to 
work together for \vages in a common workshop. ‘ A healthy 
egoism ’ says a recent report on Co-operation in Saxony * is 
the mainspring of all economic progress. * The pure produc- 
tion society is a challenge to this doctrine. The battle between 
individualism and collectivism has still to be fought. In the 
farm and labour societies of Italy Catholic and Socialist are 
putting the i.ssue to the proof. Meanwhile, there is enough 
natural human egoism left to make a pure production society 
in any country a difficult matter. Too often in Germany the 
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more intelligent and vigorous members have bought up their 
society and converted it into a company to their own advant- 
age. The master craftsman, too, is apt to love liis independence 
too woll to sacrifice it to an ideal which restricts his liberty. 
Ho is at his best in the looser form of sooioby just described, as 
ho is used to working at liomo. To him the common work- 
shop represents not greater freedom but less. On the other 
hand, to the foreman, accustomed to discipline and eager for a 
measure of independenoe, this type of society makes a ^stronger 
appeal, and when he is a member, it has morti chance of 
success. 


llo. The Cabinet-Makers Society of Munich is an instance 
A c»bmct.Makei» foiiiidod in 1910 by 13 

r. •. .• craftsmen who wished to free themskvos 

.9 .ousti.u Hill. from the shackles of the wage system. It 

made a bad start for three dissatisfied mejiibers deserted almost 
at once, and wlicn the war broke out it nearly collapsed, as 
12 out of 13 members were mobilized. Now, however, it 
has done so well that the original members are unwillin" to 
add to their number, and have fixed the «;ntrance fee at 3^000 
marks (€15) and shares at 6,000, atuounts that no ordinary 
craftstnan can pay. In spite of this two new members were 
admitted last year and the total is now 11. Co-operatively this 
exclusiveness cannot be defended, but wiion by great effort a 
difficult and risky venture has been successfully launched, 
it is not in ordinary human nature to share the advantages so 
laboriously gained with those who have neither labourkl nor 
dared. It is one of the dangers be.setting all succe.ssful pro- 
duction societies that they are tempted to convert themselves 
either into a closed guild or into a company. The only remedy 
is to inspire man’s ‘ healthy egoism * Avith an eveii healthier 
co-operative spirit. 


Admission being restricted, it follows that nou-meinbors 


(4> Positioi or non- H employed. _ There are 15 

mornbor EinployeeB, Of 20 Ol* tllGSG and thoir pOsitioil is 

cisely the same as that of the ordinary 
wage earner, except that they are employed by a society of 
their own craft instead of by the more alien firm. I’hey are 
paid 50 pfennigs^ an hour less thm members, and have of 


course no voice in the management of the .society. Where 
too, a member gets I t days’ holiday a year on full pay, a non- 
member gets only from 3 to 6, Non-members have only once 
been out on Strike. In the autumn of 1910, followmo- the 
instructions of their semi-political leaders, they demanded that 


^ About a balfpeany. 
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a committee formed from themselves should have the entire 
distribution of work and wages, and that ' the manager’s sole 
function should be to provide both. After three weeks they gave 
in and returned to work. The craftsman through his society 
is beginning to realise the difficulties of the employer. On 
another occasion, when for a time Bolshevism got its bloody 
hold upon Munich, six men armed with revolvers entered the 
workshop and ordered everyone to down tools on pain of being 
shot. This ‘ strike ’ lasted ten days. 


(c) Tlie Ccwinou Wtrlt- 
shop. 


All work is done in the society’s workshop. This arrange- 
ment is I’eadily accepted as cabinet-makers 
require too much plant to work at home. 
A common workshop is therefore the only 
alternative to working for others. At first a small shop was 
hired. The present premises are more spacious and include a 
good shoAV-room, Avherc a considerable variety of Avell-mado 
furniture of the usual solid middle-class pattern Avas on vicAV. 
Of the 14 members three no longer work for the societv. One is at 
loggerheads AAdth it and tlie other two have employment else- 
where. Workmen are divideil into two categories, the one 
getting 20 pfennigs an hour less than the otlier. In cahi net- 
making there is said to bo no great difference betAveen cne class 
of Avork and another, except where intaglio Avork is concerned. 
The member Avho does tins gets 70 pF. an hour more. The grading 
of the men is done by the tAVO managers a.nd is not diffi- 
cult, as all work together and eacli man’s AA'ork is known. 
Everyone u’orks 10 hours a Aveek, Avhich is tAVO hours less than the 
usual scale. The AA'^age paid is the market rate and is between 
9 and 10 times the rate paid in 1014.^ 


(d) Fiivu’K iril VoHtion. 


At first the society used to sell its furniture through an 
association, but, as the manager said, good 
Avork Avill alAViiys sell. Work Avas only 
undertaken lo order, and this is still the case Avith 80 per cent, of 
it. I’iierc was once a loss of £125, and in 1916, Avheu all mem- 
bers hut one were away at the war, the balance sheet showed a 
deficit of £150. The society Avas saved by its reserv^e, which is 
another instance of the importance of this fund. There are three 
reserve funds. The first is the statutory reserve, the second a spe- 
cial reserve to support the first, and the third is for bad debts. In 
addition there is a large latent reserve* stock worth £2,000 
being valued at only £150. The society owns nearly two-thirds 
of its working capital, and altogether its financial position is as 
sound as a bell. Dividend is not limited and last year 10 per 


> For the ihiee grades the average is 6*40 marks an hour agaiuiit 0 70 paid in 1914i^: for Italy cf 
pnragi’aph 183 (t). 
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cent, was distributed. As no one may hold more than one share, 
ihis is not quite so un-co-operative as it looks, though it would 
certainly be better to distribute profit in proportion to wages. 
At the start funds were obtained from a local co-operative indus- 
trial bank, which gave the society a cash credit account of £150. 
This was really insufficient, but members were keen to work as 
far as possible with their own capital, and somehow or other they 
managed to make it suffice. Though in several respects the 
society has deviated from strict co-operative principle, it repre- 
sents an advance on the ordinary wage-earning system of capital- 
ism, for employer and employee, working continua'lly side by side, 
are in close touch with each other and better able, one Avould sup- 
pose, to understand each other’s point of view. 

116. Something must now be said about finance. At the 
, . outset craftsmen societies obtained substan- 

Urban iJnnks. tial assistance from Government which, as 

we have seen, had a political end in view. 
Loans at a low rate of interest, combined with small free grants, 
were made to many societies, very much .-is was done in the case 
of co-operative granaries. The societies were also generously 
supported by the co-operative urban banks, whose chief object is 
the assistance of small industry. In many of these banks crafts- 
men form the nucleus of the shareholders. An important central 
bank^ I saw in Munich was founded by a butcher. Its first presi- 
dent was a bookbinder, and a painter is now iiresideiit of the 
committee. There arc even banks formed for a single trade, 
such as the Bakers’ Bank at Nuremberg, but they are diminishing 
as an urban bank needs more than one class of business to main- 
tain it. There is no doubt that tlio craftsman requires his own 
bank or at least a bank that understands him. Ho is the peasant 
proprietor of industry, and, like his country cousin, his security 
being as much personal as real, ho needs a bank which is 
^prepared to take careful account, of all his circumstances. This 
the large banks cannot do ; nor are they so cheap, charging 7 to 8 
per cent, where now the craftsman pays only 6. Moreover the 
-craftsman is to some extent in competition with the interests 
represented by the larger banks. While, however, special banks 
are desirable, it is important that they should not combine 
banking and trade.* This point was discussed at length in regard 
to agricultural central banks, and the conclusion was reached that 
hanking and trade should be separate.* The same holds good of 
urban banks. The Industrial central bank at Munich has power 
under its by-laws to trade, but it has never used it believing it 


' Tho l^variau Agricultural and luiuatrial TlatiK. 
*Paragraph 38 ij 
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will be clangeroTis. It is probably a weakness in the weavers*' 
central societies in the Funjab that they trade as well as 
lend, 

117. I do not know Ihe Punjab craftsman well enough to 
Application 10 fhc Punjab, suy liow far what I liave described is appli- 
cable to his more primitive conditions. At 
present the pure production society is probably beyond his reach 
and also his desire, but the fact that there are now 50 weavers’ so- 
cieties, and that societies have recently been started for dyers, 
blacksmiths and oilmen is of good augury for the future. Develop- 
ment would however be easier if, as in Germany and in Italy, there 
were urban banks to support tlio movemenl . These banks arc the 
subject of a sub.sequent chapter. ‘ 

> Chapter 11. 
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CHAPTER X. — House-Building Societies. 


118, One of the subtlest causes of tise unrest produced by 
„ . „ „ the war is the alino't universal shortas^o of 

Iioiisos. iiie evil is by no nicMiis (*oiiliiied to 
Europe. It is, for instance, acutely felt in Bombay. In Italy and 
Germany the remedy is being increasingly sought in Co-operation, 
and in India effort is turning in tlie same direction.’ Accordingly 
I took advantage of my stay in Bavaria to sec how the problem 
had been grappled Avith there. Its formidable naturi' is sufficient- 
ly shown by the fact that in Munich alone, a toAvn of 000,000 
inhabitants, in spite of extensive building during the last two 
years, there arc said to he still* nearly 10,000 families recpiiring 
housing accommodation; It is an interesting fact tliut the oldest 
co-opei'ative house-lniilding society in Municii avus founded in 
1871, and \ras the direct outcome of a similar sliortage produced 
by the Franco- Prussian IVar. 


119. An almost insoluble complication in the present situa- 
. tiou is the enormous rise in the cost of 
Afisistaicc. building, ivhicli 18 at least live times as 

high as it was before the Avar. Private 
building on an extensive scale is no loug(‘r possible. The 
highest rents that could be charged would not suffice 
to cover the cost. Government assistance is thus a 
necessity, and it is justified on the ground that both the short- 
age of houses and the prohibitive cost of building are due to 
the war, and that, as Government accepts financial responsi- 
bility for the latter, it must also accept it, partially at least, 
for the former. Logically applied to all the economic conse- 
quences of the Avar this would prove an awkward principle, 
but it serves well enough to justify the financial assistance 
which one Govorumeut after another has been, forced to give 
to house-building since the war. 

120 Probably the best and most convenient AA^ay of 
giving this assistance is through co-opera- 
Uapid gio'vUi uf Co- gocicties, as then a largo numl-)er of 

individuals can be helped AvitU a '■single 
grant ; nor is it difficult to form these societies, Avhen on the 
one hand the need for houses is so great, and on the other State 
help is so tempting. It is not surprising, therefore, to find 


^ There wo-e last year (1920) 2l socielies in Bombay. 
Cawnpore avtd Ijacknow, 

» February, 1921. 
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that societies are springing up like mushrooms. Out of the 
2,642 societies whicli existed at the end of 1920, 1,225 have been 
started since the war. Over 200 of these have been formed in 
Bavaria alone, which now has about 400 societies. Most of 
these are to be found in and around large cities like 
Munich or Nuremberg, biit they also exist in the smaller 
towns and larger villages. I heard of one society in a village 
of only 1,700 inhabitants. This, however, is dangerous, as the 
local industry upon which such a society usually depends 
may some day be forced to close, in which case the society 
will be stranded. There are now roughly 100 places in Bavaria 
with societies, which is all the more remai-kable as Bavaria is 
essentially an agricultural country. It is a striking illustration 
of how mucli Co-ojKU’ation owes to necessity. Many of these 
societies, it is true, have not yet started building. Some 
probably never will, while others are not e.xpectod to live 
very long.^ In so quick a growth there must be tares as well 
as wheat. But the wheat is good, and the movement as a whole 
is vigorous, and it is fortunate in having at its head men of 
capacity and enthusiasm. 

121. In Bavaria, since the war, nearly 8,000 tenements 
of from 2 to 4 rooms each have been built 
oo>ernraeiit .\f*utanc<!— |,y co-operativc socictics. Without lavish 

(a) lo tlio society direct. *• . , i- • -inm 

Government advances, amounting m 1919 
alone to nearly £500,000,® this achievement would have been 
impossible. These advantjes are not intended to do more than 
pay for the unremmierative part of the cost of building, tliat 
is to say, so much of the expenditure as cannot, at present at 
least, he covered by rent. No interest is charged and rejiayment 
is contingent on future rental values, llents are subject to 
control, and pr.jferencc must bo given to large families and 
widows, or to those with special claims arising out of the war. 
Further, in the event of sale, Government retains a right of 
pre-emption. In 1919 as many as 193 societies received grants. 
Half the expenditure was charged against Imperial revenues, 
and the other half divided equally between the Bavarian Govern- 
ment and the municipalities concerned. Last year the con- 
tribution of the latter was increased to one-third of the whole. 

When Government loans have to be made, it is probably 
lietter not to make them to each society 
Ba\tk direct, as they may weaken the spirit of 

self-help. A sounder plan is to use a 
central hank as an intermediary. This has been done at Munich, 


' In 1920j 73 societi«]fl were dissolved. 
’ lOu million marks. 
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where £26,000 have been placed at the disposal of the House- 
Building Societies Bank, which was founded in 1918, to 
finance its members, which are all House-Building Societies. 
Thanks to this assistance the bank is able to issue second mortgage 
Joans up to 90 per cent, of value. Only 6 per cent, is charged, 
which is no more than the rate for a first mortgage. 

Assistance is also given through au official Development 
„ , Commission,* whose main obiect is land 

(c) Througli the Develop • . , j i. • u n 

inent Coaiiuifieiou. improvement and tlie erection oi small 

dwellings. This body, too, makes second 
mortgage loans up to 90 per cent, of value and charges only 
per cent . A condition of all loans is that they must bo guaran- 
teed by the municipality concerned. The loans are rej)aid by 
annual payments of equal amounts ©ilculated to co^ er interest 
•charges, amortisation at the rate of f or 1 per cent., and a com- 
mission of -g per cent., which the municipality retains to form a 
veserve fund against possible loss. 

State help thus takes three forms — 

(а) direct grants to individual societies to cover the 
un remunerative part of the cost of building, 

(б) advances to the House-Building Societies Central 
Bank, and 

(c) second mortgage loans by the Development Com- 
mission. 


122. The justification for the first of these methods adinit- 
- ... tedly lies in tlie peculiar circumstances 

produced by the war. Jbor the other two 
there is more to be said, and it may be doubled whether, even in 
normal conditions, the average house-building society can be 
started without some kind of financial assistance. Workmen, 
clerks, emjdoyees and petty officials, who form the baokhonc of 
these societies, are rarely aide to raise unaided the large amount 
of capital required for so costly an undertaking as house-building. 
Occasionally men of public spirit may be willing to risk their 
money in an advance to a new society with no better security 
than the unproved integrity of its members. Or a local trades- 
man may be persuaded to do the same in return foj" the (exclusive 
custom of the members of the society. Or a society, witli more 
patience than can usually he expected, may be prei)ared to wait 
till enough members have joined and sufficient share capital is 
subscribed to, pay for a building site, which can then be mort- 
gaged. Or, finally, it may be possible to acquire a site from a 


^ The Landes Kultur Rentcn Anatalt. 
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landlord who is willing to accept a mortgage in lieu of cash for 
all but a small part of the price. But a danger lurks in this, as 
a number of societies have been formed by unscrupulous men, 
whose only object was to sell their land to the greatest advantage. 
The oldest society in Miinich, to which I have already alluded, 
was only able to dispense with State help, because it obtained a 
loan of £6,000 from a. group of sympathizers. Amongst the 
latter were a number of large factory ow'uers who desired good 
housing for their Avorkmen. In the future this form of assistance 
should iierhaps be more readily available than it has been in the 
past. In any case, whatever form it takes, some moasui’e of 
linancial support will xisually be required at the outset. At the 
same time, it should be remembered tliat self-help is as essential 
to success ill this form of Go-operation as in every other. Govern- 
ment assistance should, therefore, only he given when clearly 
indispensable, and should ho withdrawn at the first possible 
moment. 


123. AVitli house-building societies even more than with 

Advaraasre .f Mor.,.go oo-opemiive cutcnprisos ‘ c’ost le pre- 

Banks. mier pas qui coute. But once a good site 

is obtained — exports lay great stri'ss on wise 
selection— and building can be started, capital is no longer a 
difficulty, ns lluTe are plenty of mortgage banks that will ad vanee 
inoni'y as soon as a single storey is comjilete, and so on, storey by 
storey, till the whole building is fmislied. In India the absence 
of mortgage banks is an added dillunrlty and may necessitate 
more assistance from Government than would otherwise be 
uecessaiy. 


124, There are two kinds of house-building societies, some 
, building to let and others to sell. At 
of Louses- jirescnt the tornnw greatly preponderate. 

societies which belong to the 
most important Audit Union in Bavax’ia, 
only 6 or 6 sell houses to their members. At the same time the 
desire for independencp, all the keener for Ihe war, has become 
so strong that many, who were content in the old days to rent a flat, 
now wish to have a house of their own. Many of the new societies 
have therefore been forun d for this purpose. Older societies, too, 
are following suit. One of these, a society in Munich, w'hich will 
be shortly described, has recently purchased a site, on which it 
proposes to build 54 bouses to be sold to members. Each house 
will have from 4 to 6 rooms and a strip of garden Everything 
will be done to make purchase easy, for ownership will pass on 
payment of only 25 per cent, of the total cost, a mortgage being 
taken for the balance. Thus, if a house costs £400, ownership 
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can be acquired for £100 in cash, and the balance can bo gradually 
paid off in 15 or 20 years In some socieiies ownership passes on 
payment of as little as 10 per cent. 

In most cases it is a condition of sale that the purchaser 
(j) sooioty’H right of ro- remains a member of the society after pur- 
pnichase. cliase, audit is an invariable rule that, in the 

event of sale, the society retains a right of re-purchase for the 
origmal price less depreciation. This is known as the Ulmer 
^stem. The same right may be enforced if payment is delayed 
or if house and garden are not properly maintninod, or if any of 
the conditions of sale are broken. Amongst the latter is always 
a stipulation that the hnilding shall he maintained as a small 
dAvelling honse, as it is no object of these societies to facilitate the 
acquisition of largo houses, nor, in vierv of the society’s right 
of re-purcliase, is it possible to allow additions which Avould 
materially alter the character of the house. 

Naturally societies of this kind require more (*ax)ital than 
, , . . , - , those which build onlv to let. On the other 

hand, people AvJm are prepared to purchase 
can usually take larger shares than those w'iio can only afford to 
rent. It appears tliat before the war 100 memb; rs subscribing 
£15 each wore able to build iO .small houses. Tliese could then 
he mortgaged and more houses built witJi the proceeds, and tlie 
process could he repeated till every member had his own house. 
Should the idea of a garden city near Lahore mature, a similar 
system might well bo tried. . 

125. In House-Building Societies there are two fundament- 
Kftisitig of llop.t ai.il al rules which distinguisli them from every 
otlier form of hou.sc-building enterprise. 
Bents cannot be raised without the sanction of a general meet- 
ing, and no one who is a member can be evicted, as long as he 
behaves himself. In these two rules Co-operation is scon at its 
simplest and at its best. But Cvury rule has its disadvantage. 
Bents have had to be raised since the war to meet the greatly 
increased expenditure, and though the case was clear, it was often 
difficult to get a general meeting to agree to it. The right not to 
be evicted is also occasionally a source of trouble, in one society 
I saw, the right used to be formally safeguarded in the agreement 
made with the tenant, but it led unsatisfactory tenants to be- 
lieve that they could do what they liked with their dwellings. 
The clause had therefore to be omitted. Unsatisfactory members 
are, of cours^ liable to expulsion, but this is rarely enforced. A 
member may, however, be evicted from his dwelling without be- 
ing expelled from the society, and in the interests of the society 
and its property this is a power which should not be too closely 
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restricted. Tenants who do not pay their rent can no doubt 
be sued, but distraint is not always effective, as relatives, with 
that touch of nature that makes the whole world kin, are apt to 
turn up with the bailiff and claim as their own any furniture 
suitable for attachment. 

126. The most recently formed societies owe much to 
Audit Union, and stati.- the Audit Unioiis which have been formed 
‘'®*- for House-building Societies, as for every 

other kind of co-operative society in Germany. There arc three 
in Bavaria alone, and while their main function is audit, they 
also act as guide, philo.soplier, and friend to their affiliated socie- 
ties, steering them through their diilioulties, advising them on 
their buildings (the largest Union maintains two architects) and 
protecting their interests. 

Figures are usually dull, but the following extracted from 
the annual report of one of the Bavarian Unions for 1920 may 
be of interest : — 


Average Membership of 111 societies (vary- 
ing from 7 to 2,000) ... ... 183 

Average number of tenements in o7 socie- 
ties (§ of these have 3 or 4 rooms ; have 
a garden) ... ... ••• 120 

Average rent is about ... ... Bs. 3‘ a month. 

Total Mortgage Debt (111 societies) ... £200,000^ 
Paid-up Shares and Ilescrve (111 societies) £50,000 
Deposits (41 societies) ... ... £30,000 

cost of management and upkeep of pro- 37 per cent, of 
perty. the rent roll (the 

3 years’ average 
is *29 per cent.). 


It would be interesting to compare these figures with the 
corresponding figures for the 21 societies in Bombay. That it is 
not easy to make both ends meet is shown by the fact that, of the 
111 societies referred to above, 30 per cent, worked at a loss. 

1'J7. The following minor points may be 

MiBceilaneous points. i i 

noted : — 

(1) Before the war it was an accepted principle that a 
society should own at least 10 per cent, of its working capital. 
The high cost of building has now made this impossible. 


^ 30 marks* 

* 40 Million marks. 
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( 2 ) 1 per cent, per annum should be written off for 
depreciation on buildings,^ A hot climate like India will doubt' 
less demand a higher percentage. 

(3) Shares should be as large as possible, but no one should 
be allowed to hold more than a very limited number, as the 
sudden withdrawal of several large share-holders may prove a 
serious embarrassment. It might be advisable to follow Italian 
practice and withhold the right of withdrawal, except with the 
sanction of the committee In any case the right should be 
subject to at least a year’s notice. The German law allows a 
maximum of 2 years.® 

(4) It is advisable to build solidly to avoid heavy mainten- 
ance charges. 


128. It will 

A Typical 8:‘cicly — 

(a) Constitution. 


give a clearer idea of a German houso-building 
society if two typical examples are describ- 
ed. The first is a society in Munich, which 
started in 11)08 witlv lOO members and now 


has 700. Most of tliese are potty oflieials, municipal omployo(;s 
— tramwaymon, liremcn and the like — and workmen employed in 
a iieighl)Otiring locomotive factory. A varied memljcrship is an 
advantage, especially when it contains a nuelous of small ollicials, 
as the latter are stationary in habit, lake* a pride in tJieir dwell- 
ing.s and set a high standard to their fellow*momber.s. The good 
Trade Unionist, too, is liked, as he knows his own mind, and 


though oriti' al is thoroughly businesslike. In this society each 
member takes a £5 share Avhich he is given 4 years to pay. 
Liability is limited to the value of the share, and in passing it 
may be noted that unlimited liability is very rare'b Dividends 
may not exceed 5 per cent., and all surplus profit is carried to 


reserve- 


The society made a false start. Its promoters were interested 
^ in the building site, which was therefore 

a !..ai , acquired at an exorbitant price. Graft also 
passed over the building contracts, which were correspondingly 
unfavourable. Consequently in its second year the society 
nearly foundered. Punds were exhausted, and obligations could 
only bo met by repeated mortgages. This went so far that one 
block of buildings had eventually to carry no les.s than 11 
mortgages. All who had been employed in the building opera- 
tions, builders, decorators, plasterers, plumbers, joiners, carpenters. 


^C/. footnote to paragraph 75 (c). 
Appendix (b) 

» In 1919 there were only 8 cases. 
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upholsterers, etc., had to accept a mortgage in part payment 
of their work. After a succession of stormy meetings and the 
withdrawal of half the members, the undesirable elements were 
expelled arid a new management elected. Tiie remaining mem* 
hers then pulled themselves together ; additional share capital was 
raised to pay off an almost overwhelming debt, and now, to the 
lasting credit of all concornod, the society is one of the best and 
strongest in Munich. 

It has six blocks of buildings with .‘150 tenements of 2 or 3 
rooms each. The last i)lock to be built is a 
(c) resoi. iio» ,ion, remarkably handsome building, and its rooms, 

though small, are airy and well built. Rents run from not more 
than 4 to 7^ shillings a month. In the circumstances it is not 
surprising tiiat there is a waiting list for accommodation of over 
300 members, most of whom Itave joined since the Avar. The 
society now owns £3,500 of capital (shar<‘s and reserve), and 
property valued in'its balance sheet at £12,000, wliich is probably 
far below its present value. Small loans are made against shaves 
and deposits. The latter, which are only accepted from moml.)ers, 
amount to £l,700. A bakery and a dairy are also inaintained to 
supply membi'fs with clieap bread and pure milk, and they are 
run at a profit. 

The management consists of a committee of two, ono of 
whom is the manager and tlie otlier the 
( 1 aiia'.f'mcnt. ti’casunu*. Thcy are paid, respectively, £15 

and £6 a year. In a lai’go society tlie committee always receives 
either salary or bonus. In tlie smaller societies practice varies. 
Owing to the higli cost of living honorary avork is becoming 
increasingly unpopular, nor is it always so reliable as paid work. 
In addition to tlie commitlee there is, of course, the board 


of supervision, wdiicli not only meets once a month but is 
obliged under the by-laws to make six impromjitu inspections a 
year. Every two months there is ,a general meeting which is 
usually attended by about 100 members. So many general 
meetings are unusual, and they are a sign of the strong co- 
operative spirit of the society. They are of great advantage, as 
they keep the management in touch with the members and 
give the latter a personal interest in the working of the society, 
in 10 years, since the initial purge, only 3 members have 
had to be expelled, and not many more have had to be evicted. 
The society represents a remarkable achievoment, and in talking 
to its directors it was impossible not to feel how much the 
members owe to the distinterested devotion of those at its head. 
Without such men Co-operation must long ago have dis- 
appeared. 


* 40 to 70 mtrka. 
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129. The second society to be describfjd is the one already 
„ „ referred to as the oldest in Mnnioh. This 

ingSocici>, year it will keep its pibiU'.e It has already 

been related how at the start it was financed 


by a group of private sympathizers, amongst whom was the 
King of Bavaria. With the help of an initial loiii of £0,000, 
which'for 7 years was free of interest, a good site was found 


and buildinir started. The site selected was near the factories, 
for whose employees the society Avas primarily intended. It 
Avas proposed that members should purchase instead of renting, 
but the scheme fell through OAAing to the OAmriiroduction Avhieh 
folloAved the groat demand for houses in lS7l.. This led to a 
general fall in rcnls, Avh(n-cupon members refused (o bay. Many 
left the society, some I'earing it would fail, oiliers hceaiiso 
they Avere unemployed, while not a few had to be i'X[)elled for 
non-payment of rent. A number of teaieimnils stood em|>ty, 
and Avliile expenditure eontinued as bt'fore, income shrank. Eor 
2 or years tlie society was in Ioav' water, ibit ^^radually, 
thanks to the staimcliness of the more loyal members, Avbo 
subseribed as much share (fapital as tlicy could, and to the 
sale of a plot of land at a good figure, faiincial (unulilirium 
AA'as restored, and a bethn* and more dependable class of 
member, priuei|)ally postal and rail aay oflicials, Avas olitained. 
This is a moia; stable (dans than liahour, wdiiidi is at the 


mercy of evniry liuctuitlou of trade and industry. 


Having weatliered the storm, the .sociidy prospered and 
now lias dAvcllings of all sizes, from one room only up 

to a maximum of six. 160 timomonts liaAo? one or tAVo living 
rooms, and in addition a kitelieu and a .store room. In tiie 
latest dAVclliugs a. batli room takes the plaim of the store room. 
The houses, Avliich are valued at about £lt>,000 arc all mort- 
gaged to a local mortgage bank, at from T to 5 per een'. up to GO 
per cent, of their A'afue. Repay ment of the mortgages extends over 
52 years. Incidentally the .society acts as a savings bank for 
its members, and lias 0 A*er £1,500 of deposits. Before the war 
50 per cent, of tho dAvellings AA^ere ooeupied by non-members, who 
were charged 10 ])cr cent, more than mcmliers. Noaa', ho\veA''cr, 
OAA’ing to the shortage of houses, tlierc are very foAV non- 
member tenants left. The usuiil prineiplo is follow<.“d of only 
letting to non-members Avhen all memliers liaxm been accommo- 
dated. A non-member can always bo given a month or a 
quarter’s notice to quit. The two societies that have been 
described arS of special interest as they show not only what can 
be achieved, but also how difficult lasting aclaevcment i.s without 
a large measure of the true co-operative spirit. 
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CHAPTER Xl.~Urban Banks. ‘ 

130. India with 90 per cent, of her population living m 
villages has naturally concentrated upon the* 
India's need. tillage bank. But now the movement is 

spreading to the town, and the whan bank is arising. Burma 
already has 'well over ICO, and in the Bombay Presidency ca|)ital 
and deposits total nearly a crore (£1,000,000). The middle class, 
which the “ Fax Britanniea” has almost created, is beginning to 
realise that it needs banking facilities as much as the small pro- 
prietor. At present it is difficult for the successful lawyer or con- 
tractor to lind a safe investment near at hand for his savings, nor 
is it easy for the small shopkeeper or artisan to obtain at a reason- 
able rate the modest loan that business often requires. These are 
the two virtues of the co-operative urban bank. Depo&its are 
taken, however .small, and loans arc made howc'ver modest ; and 
confidence is inspired l)ecause the object is not to make a profit, 
but to perform a service. Moreover, India presents an almost un- 
rivalled field for co-operative banking. In Italy and Germany, as 
we shall see, commercial banking is now so xvidely developed that 
the co-operative urban bank is in danger of losing its position. 
In ludia on the other hand commercial bank.s are few and far 
between. As recently as 1916, ^ even including Burma, its 
banking facilities .were less tlian those available in Ireland before 
the war. The opportunity that this ofiers is obvious and should 
be seized before the field is captured by others. 


131. 

T1u 3 ItflUau 
Banks, 


l he co-operati\ e urban hank arose in Germany in the 
,. middle of the last century, hut quickly 
icoi > » into Italy, where urban hank- 


ing has ahvays fiounshed, ever since banking 
began thei-e 800 years ago with the control of the .Fapal treasure. 
I shall deal first with the Italian type, commonly known as the 
“ Banca Popolare ” or People’s Bank, as it is the type to which 
most attention was direcled. The first People’s Bank was found- 
ed by .Luigi Luzzatti at Milan in 1866, and they have since 
spread all over Northern and Central Italy. They now total 
about SOO, and vary in size from a bank like that at Novara, 
which has 46 branches and agencies scattered over an area 
extending from Milan to Turin, to the bark situated with its 
single office in a small market town. Though predominant 


* For a detaileii account see Wolff’s People* s Banks/* 

a In 1916 British India and Burma hal only 71 h^al odicoi and 267 br-anchos and agonciea. 
Japan with \ t.f the population bad 2,14:S banka, Piullay Shirrai, Memoranda on Banking in 
Indii. Irolani botorc the war hid 242 centres with poriu-inaot brnoebee and about as many inoi’e 
eub-branchea (not open every day) ;o/ the Departmental Committee on Agriculinral 
Credit in Ir eland 1 1914, 
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urban they do a large business with farm3rs, and in 190S, the 
last year for wbioh statistics are available, nearly £20 millions 
were advanced to agriculture. ” .Many of the branches and . 
agencies of the bank at Novara arc in townlets or large villages 
where the bulk of the business done is agricultural, and at 
llavcnna over 50 per cent, of the bank’s whole business is .said to 
be with farmers. The small fanner and the small manufacturer 
and trader are in fact the three largest classes served by 
People’s Banks. But meml)er.ship is essentially varied, and 
includes all categories from the large farmer and manufac- 
turer to the artisan in the town and tlie field labourer in the 
village. 121 schoolmasters belong to tlie bank at Novara, 
and over 1,000 public ar.d private employes to that at Bologna. 
Anyone can become a member by buying a share ; and as this 
is never worth more than 100 lire and sometimes co.sts as little 
as five,^ poverty has to be extreme to operate as a bar. 

132. The People’s Banks work mainly with deposits. Tn 

. .. • 1919 th'e.se amounted to £18 millions,* which 

shows that they were trusted. Last year 
the bank at Novara alone had over £3 millions. To a large 
extent these deposits are an accumulation of c.omparatively small 
simrs. Tlie bank at Venice, for instance, in 1920 hail as many as 
4i,219 depositors w ith an average of le.ss than £75 ‘‘ each. 
Every form of banking business is undertaken, and this is con* 
sidered necessary to resist the pressure of the commercial banks 
which is increasingly felt. Bills are discounted and advances 
are made througli cash credit accounts or <agaiast securities, 
goods and articles of value. In the larger centres the discount 
business plays the most important part. In tho Novara bank, in 
1920, SI per cent, of tho advances made were of this character. 
This suggests that the commercial side of business is becoming 
more important than the co-operative, the object of which, 
should be to finance the more modest enterpriscs. 

133. There is one typo of enterprise that has uuqnestion- 

ple’s Banks, 

W horever 
s the People’s 

Bank that again and again has given the youag society its first 

^ J nternation il Beview of Agricultural Econo miett Marcii, IJiiiO. 

* iVorth before tho war Stand 4 sluiliag^ respectively. T»U recently no one might hold 
more than 5,0(i0 lire of sharo8,bnt now, owing to tho depr'sciatvoii of tho currency and the con- 
■equent uoed for mire 3har 3 capital, tho limit has been rainoi tj 2 ),003 lire or about £260. For 
...otU-T forma of eo-operative societies the limit is still 5,000 lire. 

” 1.424 million lire* 

M%0001ir© 


Xluir assistance to Cj 
.opera’^ivo Sicieties. 


ably benefitted from Peo 
namely co-oporative societies 
one goes in Northern Italy, it i 
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‘leg up’ into the saddle. The bank at Venice recently' 
advanced the best part of £4,000^ to a new Farm Society to buy 
land. The bank at Novara lent £2,500 to start a co-operative 
manure factory, ■which now turns out 9,000 tons a year. In 
neither ease was security taken, the moral guarantee of the 
committee being considered sufficient. At Ravenna in 1919 the 
bank loaned over £50,000 to Labour societies, and more 
recently, to relieve the shortage of houses, it advanced £1,200 
to a house-building society at only 3 per cant. ^ These 
are merely a few out of innumerable instances. There is pro- 
bably no form of co-operative enterprise which does not owe 
somelluugto the People’s Banks, and to some small extent tliey 
have been able to fill the gap caused by the absence of central 
banks.® 


134. They 


I) iffcT <■• In cos 1><:1 cen 1 1 
(a) 

Centrnl lianli ; 


must not, however, be confused with the 
‘ central bank.’ The two types are quite 
distinct, and the main distinction is that, 
whereas a central bank advances only to 
its affiliated co-operative societies, a People’s 
Bank deals with individual and s(.eiety alike. Another im- 
portant difference, so far as Germany is eoncenved, is that in the 
central bank membership is almost entirely confined to societies, 
while in the People’s Bank nearly all the sharehoiders are 
individxrals. 


Similarlv the People’s Bank jniistnot be confused vvitli the 
village hank. It is not uncommon to see 
(j) He 'N iiiage Kank. Punjab village banks, simply because 

they have fhares, described as ‘ Luzzatti Panks.’ The_ two are 
as different as town and country. Uha one is restricted to a 
village or Iavo, the other may embrace a whole district and is 
almost alwavs predominantly urban. In the village bank liabili- 
ty is unlimited, in the Luzzatti hank limited. The former will 
have 20 or 30 members, the latter may have several thousand. 
Novara has nearly 9,000, Milan over 26,000. It wmuld be as 
appropriate to compare the bullock cai t to the motor car as the 
Punjab village bank to the People’s Bank. 

135. There is one point in which the People’s Bank is 
weaker than either the German central 
■lafaTeir bank Or tlic Punjab village bank. I have 

already quoted Signor Luzzatti's saying that 
a co-operative society should always he independent but never 


» 300,000 life. 

® Cf. parwgrapli 43. 
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isolated. Isolation is tt,e nreakness of the People’s Bank. The 
German central banks are leagued together in unions and 
federations, and the village bank both in Germany and India is 
affiliated to a union or central bank, or to both ; but, apart 
from an association at Rome which gives information but ex- 
ercises no control, the People’s Banks throughout Italy stand 
alone. A federal bank was founded at Milan in 1914 to act as 
a balancing centre for their business, hut bad mnnagoment 
l>rought it to an early grave, and now the bank at Novara is 
trying to take its place. In finance support is necessary, and in 
Germany, as wc shall see shortly, this support is obtained from 
two large banks. The isolation of the People’s Banks is another 
instance of the weakness of organization that we have so 
often had occasion to note in regard to Italy in the course of 
this report. 

They have a further defect which is a serious hleinish upon 
.... . , their co-operativo character. Dividends are 

not bniited and consequently tlieir shares 
appreciate in value. ^ Last year one of the best People’s Banks 
in Italy, the bank at Bologna, was selling its (50 lire shares at 
152, or over 2|- times their value. 'I’he Ravenna brink was 
worse. Its sliarcs bad multiplied four times in value. I'his was 
a feature of every bank I visited, and the practice is said to he 
universal. Even the shares of the four-year-old bank of Venice 
have already appreciated from 25 to 30 lire. The amount of 
the premium to be paid on a share is not left to the ebb and 
flow of the market, but is fixed once a year by the director.^, who 
divide the reserve by the number of shares and fi.x the premium 
accordingly. The practice is defended on the ground that the 
reserve belongs as much to the sliareholdcr as his shares, and 
that as the one inercaso.s in amount, so must the other in value. 
This defence might ho accepled, if like a commercial concern, the 
object of a co-operative hank rvere to make profit, hut this is 
not the case and every good co-operator will agree in condemn- 
ing it, if cnly because it must tend to exelude the poorer mem- 
bers of the community. It is a thing like this that gives a cer- 
tain point to the scorn felt by the socialist co-operator tor the 
People’s .Banks, which he regards as the cmljodiment of his 
“ btlte noire, ” the middle class. Undoubtedly both in Germany 

^ lu 1919 the Nt vara bank distributed 14 per et iit. 

At Havcima divitleiul is bmited to 6 per cent., but surplus profit is distributed in the form of 
shares. The bank was fouiultMl in JS^G w.th 25 lire shares. In 1911 evory shaiehoUlor was 
given from reserve ni^exli ft share for every share held, and in 19‘JiO all aharos were doubled Sii 
value, again by adjuatmont against reserve^ eo that ap original s'* arti of 25 lire ha.s now grow’u 
into two sharea of 50 lire erch, upon both of whi« h 6 per cent, can be j.iiid. This tnoans that 
the maximum dividerd is now 24 per cent. So do even co-opcrators adjust their ideals to their 
desires 
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and Italy the urban bank belongs more to this class than to any 
other, and the pressure of circumstances, which in all industrial 
countries is now squeezing the small man out of business,^ tends 
to accentuate this. Those who can lend, and those who can 
offer good security for a loan (character by itself is nqt usually 
sufficient), arc more and more to bo found in the middle classes. 
With such therefore a hank must mainly deal, and to a co- 
operative hank this could only be a reproach if its doors were 
not wide open to the humbler members of all classes. 


136. That the man of modest means is Avelcome is shown 
Dealings with the po rer by the hank at Bologna. In 1919, two-thirds 
dassesj- of its loan transactions were for sums of 

,filk or less. 20 per cent, indeed were for less 
than fifty shillings, and about one-third were made to Avorkmen 
and day labourers in sums AAhich averaged little more than £2 
each. A good instance of assis'ance to the minnows of business 
comes from Venice. When Avar broke out, tourist traffic 
abruptly ceased and half the gondoliers of Venice Avere thrown 
out of Avork. In time the city itself was deserted, and for 
several years the gondola I'ottod unused. Wlien at last peace 
came and the civil population returned, most gondolas had to be 
repaired and some had to be replaced. But the gondoliers had 
no money. The local People's Bank came to their rescue ami 
advanced £ 7,000 at 6 per cent, and once again the canals 
echoed to the old familiar cries. 


But it is not only by loan that the People’s Banks benefit 
^ , . people of modest moans. Every hank has 

a savings deposit branch and sums trom one 
lira upwards are accepted, Avhich carry a slightly higher rate of 
interest (generally -an extra J per cent.) than an ordinary 
deposit. The amount that may be deposited in this way is 
naturally limited,- but at Novara it is as much as 10,000 lire, 
in this bank savings deposits amounted last year to as much as 
37 million lire, wliich was one-seventh of the hank’s total dej)osits 
At Venice these savings deposits are said to be as advantageous to 
the bank as they are to the depositor, as they are never with- 
drawn. To make them popular the money-box, which can only 
be opened in the hank, has been introduced, and though the 
hank is a neAv one, 2,500 are already in use. These savings 
deposits are a good instance of the way co-operative banks enable 
even the poorest to take a part in the fimincing of commerce and 
industry. 


' paragraph 113 (d). 

* The amount that may be deposits 1 in ono week is also limited. At Ravenna for iustanise 
It is 100 lire (25 shillings). 
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137. I propose now to say something of the actual working 
... of the People's Banks. OAving to their 

Four Ivpp r c 80 u t& tivc i. iJi* a*' iic* 

Bank?, isolatiOTi exact gcnieral iiilormatioa is dim- 

cult to get. What follows, therefore, is 
the result of visits to four representative banks, Novara, 
Bologna, A^enice and llavenna. Novara is the second largest 
in Italy, Bologna one of the oldest and A''enice almost the 
youngest. The fourth, at llavenna, was chosen l)ecauso it is 
of medium size and opentes in a city Avhich has many of the 
features of an ordinary Indian town. The headquarters of a dis- 
trict, hut not very modern nor yet entirely medimval, it has a 
few factories, a port as sleepy as age can make it — it is over 
1,500 years old — and a population of 6i.,000, so compactly housed 
that the o^jen country still comes up to the gates of the 
city. In one respect, howcA'ci', it is as advanced as any town in 
Italy, for, as we shall see later, Co-eperation is more developed 
in llavenna and its neighbourhood than anywhere else in the 
peninsula avitb the exception of lloggio Emilia. Venice needs no 
descri])tion. Bologn.a is a large modern town, with a kernel of old 
buildings, at tlie foot of the Apennines and the homo of Italian 
socialism. Novara, famous for its hattlelield, is a provincial 
couiitiy town w'hose prosperity, as wdth so many Indian towns, is 
boinKrup in the prosperity of the country round it. Situated 
on tlie edge of tlxo Lombard plain, the most fertile tract in Italy, 
it recalls Batala, and like Batala on a clear day it lias a superb 
view of the mountains whose rivers make its soil so rich. 

The bank at Novara Avith its 8,8 members is mueli the 
largest of the four and operates over tAA o districts. Bologna has 
5,6(0 members and tlie other tAVO nearly 2,000. Both ac 
Novara and Bolgona the small man preponderates to the extent 
of 80 per-cent, in the former and of 90 per cent, in the latter. 
Bologna, as tlie folloAving figm’es showg is a good instance of the 
variety of membership that every good urban haak sliould 
have : — 


Large Lan<l owners 


Small Landowners 


6 t ‘ Capitalists ' and 

bankers ... 10 

1,0G8 Merchants and Factory- 

owners ... 33 


Large Tenant Fanners ... 11 

Small Tenant Farmers ... 91 

Field Labourers ... 11 

Co-operative Societies ... 13 

Wage-earners ... 387 


Small I'T^raders 

2,273 

Professional Men 

524. 

Secondary School Teachers 

34 

Elementary School 


Teachers 

167 

Clerks, officials, etc. 

1,006 


k2 
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138. It can be imagined that, in dealing witli so various a 
clientele, the advance of money is not an 
.. n „ « easy matter. Some banks keep a ‘ Oastel- 
letto or register of maximum credit, la 
which the maximum amount that may be loaned to each 
member is recorded. Other banks, for instaiioe, Bologna 
and Ravenna, prefer to decide each case on its own 
merits, believing that it is the only way to ensure both 
discrimination and caution. The manager of the bank at Bologna 
thought the use of the “ castelletto ” encouraged a tendency to 
advance up to the maximum limit as a matter of course, whereas 
under the other system every operation bad to bo closely scruti- 
nised. At Venice the castelletto is maintained by one eomraittee 
and loans are sanctioned by another. The castelhjtto, too, is 
revised at legist once a quarter. WHiere this system is in force 
there cannot, I think, be any serious objection to its employment.’^ 

In all four banks no loan can be made or bill discounted 
without the sanction of a committee appoint- 
C(1 for the purpose, whicli meets at least 
once a week and in .some <!ases daily. At 
Ravenna loans are occasionally made by the director, 1)iit in that 
case he is responsible if default occAirs. At .Bologna the mana- 
ger is empowered to suspend, htit not to make a li)an. This is a 
rule that should be rinsworviugly applied in India. 


In determining the amount that can he advanced chav.acter 
, . ^ . is considered. In the business orders of the 

(o) Sccanf V. i i i i s 

jNovara b.ink stre.ss is l-aid on a man s capa- 
city ‘ to carry an operation through to a good conclusion,’ and 
upon his industry and thrift and ‘ above all his honesty.’ With 
three exceptions security, generally personal, is always taken. 
Normally two sureties are required, and one of them must be a 
member.'^ The exceptions are loans to co-oper itive societies, loans 
against shares and ‘ loans of honour.’ The first is only a partial 
exception. At Venice no security is taken, but at Novara it is only- 
dispensed with when the society is unusnaliy reliable ; otlierwise 
a guarantee is taken. With regard to the second exception, 
members are generally allowed to borrow again.st their shares up 
to three-fourths of their value, but the amount advanced in this way 
is insignificant.® In India the practice had lietter be avoided. 

’ At Novara maxi mu crctiit is fixed foi* an iivUvidual at 20 per cent, of the Ci^tixnated 
Talne of his property and for a co-oporafcivo society at oO per cent, of its share capital and reserve, 
Qnleii^s it is iiTiusually experienced in which ca'^e more will be given. If oithor indifidnal or 
society deals with anothor bank no farther advances will be made, 

*One co-oporativ€ society may act as surety for another. 

■At Novtif a only B 6,000 out of million. 



Of even less importance is *' the Loan of Honour.” Bolo^rna 
^ is the only one of the four banks to main- 

e -oano onour. 111 1919 about £3,000 wcrc advanced, . 

mostly to poor working men. Loans arc made to members and 
non-members alike, but no loan may exceed 300 lire (about £1). 
The first 100 lire are free of interest and only 3 per cent, ig 
charged on the rest. Honesty of oliaracter is the sole seourity, and 
to ascertain whether an applicant has the necessary qualification 
there is a special coininittce, chosen from pepole in touch with 
the poor, to enquire into the circumstances of each ease. It is 
characteristic of the bank at Bologna that it still maintains this 
most humane element in its business. Even if the amount ai- 
vaneod is small, it Is a constant roinindcr to the bank of its ideals. 


[e) Form an.l llcuevral of 
Loans. 


Mortgage security is rare, and two of tlie four banks do not 
accept it at all. It is in fact unsuited to an 
urban bank, as it ties up money and is 
dilfieult to realise. Most loans are secured 
in the first instance by promissory notes (camblali) in the form 
of a bill of exchange, and though, nominally, repayment is due 
in four or at most six months, renewal is invariable, as long as 
one-tenth^ of the loan is repaid and the security continues good. 
Moreover, renewal will be repeated again and again on the same 
conditions till the loan is finally repaid. This usually takes 
about 3 years It is therefore wrong to suppose tliat an urban Ijank 
can only make loans for a fevv months, and that consequently 
they are of no use to agriculture. Even the largo joint stock banks 
in England will, if necessary, make loans for 5 or 10^ years. 

Thanks to this systein of renewals, upon w'hich, it seems, as 
, „ , , , much reliance can be placed as if the faefc 

wer(? speciDcally stated ui the promissory 
note, a P(!ople’s Bank can be as useful to a farmer as to a 
trader. “ At A^enice loans are made on precisely the same 
conditions to both, except that in the matter of repayment a 
farmer is treated with a little more indulgence than a trader. 
As the director said, a farmer’s honesty is ‘ fortissimo.’ 
At Bologna a loan to u farmer is normally only renewed. 


^ The Novara bank requires one- fith. 

* It is ft fiction (.f rnodrrn bankiiijr that jo’nt stock batiks d > rot rnako long periol 
loansj i c., loans for over a year. It is true that they will n t bo matV.) for more thm 0 months or 
a year hi the first iastance, hat if the security conliuucs ^^ouiid they will be renewed again and 
.again. In this way Joans may run on for 30 or 30 years. 

• The Advantage to nhank of renewal is that the position of the applicant and the value 
of the security is peniodically reviewed, and if either is unsatisfactory renewal can he refused 
and the loan recalled. Actually, as even Loudon bankers admit, it is very d'filcult to recall a 
loan. Pressure can, however, be applied to have the debt reduced. 




(s) The 
A i ooniit. 


CmsIi (?r<‘dlt 
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once, viz., after six months. Crops in that district are so varied 
and so generally insured, that a loan can almost always be repaid 
in a year. 

As in Germany, the cash credit account is becoming in- 
creasingly popular. Last year £6 millions 
■were paid in and out of the Norara bank 
in tliis way. Accounts are secured by a 
promissory note ■which is rciunved every six months, and once 
a quarter every account is scrutinised, and if not properly 
operated it is closed. 

Credit is occasionally allowed to people who are not members. 

Over .'0 per cent, of the business at Ko vara 
iP(ub<r«. IS Avilh non 'me in hors ulio pay the same rales 

as members, Tliis very nndosirablc practice 
is justified on the ground that it may lead clients to become 
members. The other three hanks, witli unimjmrtant exceptions, 
give no credit at all to non > men. hers, though of course they 
discount their 1)llls. 

Default appears to bo rare. At Venice lio one has yet had 
... „ . , to he su'd. A!. Bavciuia not a penny has 

^ ^ been lo.st for 10 years. At Novara last year 

only £3,200 ■were lost out of a total of £G millions advanced, 
and in six years there have b(‘en but three cases in which .shares 
have bad to ho sold for default. 

139. Tliesc tank.s arc managed and controlled like every 
Moiiagcmtiit— Ollier co-operative society in Italy, that is 

, to sa^v tliey have a committee mainly con- 

(«)Tiic Committee. sisting of busincss men, and a board of five 

‘Syndics’ corresponding to the German board of .supervision. 
In only one of the four banks (Eavenna) is the committee 
honorary. At Bologna and Venice members get a few shillings 
for each sitting, but at Nt vara 30 per cent, of the profit, 'wdiich 
in 1920 amounted to Es. £.!i6,00U, is distributed amongst the 
many headquaiter and hrancli committees maintained. We 
have already seen how increasingly difficult it is even in Ger- 
many to secure honorary mangoment, where much work is 
entailed,^ and in all these hanks raemhership of committee is no 
sinecure. At Novara each member in turn attends the banks 
dally to .supervise its working. At Eavenna, where the com- 
mittee is a body of 24 men, four take it in turn to serve on a 
sub-committee for a week to sanction the necessary credit opera- 
tions, and meet twice a week for the purpose. At Bologna the 
discount committee meets daily. It is a mistake, however, as 
is so often done in Italy, to give the committee a percentage 


*0/. paragraphs 112 (7) and US (d). 
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of tlic profilfs, as it is a temptation to swell them unduly', 
either by speculatire enterprise, or by insufficient deprecia- 
tion allowances, or even by adjustment of the balance sheet. 
The Excess Profits Tax has .shown that the latter is not 
very difficult. Members of the committee should generally be 
men of aubstanee who will not require to borrow. At Novara 
they are all required to hold the maximum number of shares, 
and there is a rule that any member failing to attend tiireo 
ineolings without excuse shall be removed — but there ahvay.s 
appears to be excuse. 


Opinion varies as to the value of the ‘Syndics.’ If they 
o^ Ti. .'■a-.r ■ ’ ])erform tlieir duties they are admittedly 

' useful. At Novara tliey always attend' the 

committee meetings. At Ravenna once a year they check the 
title deed.s, securities and promissory notes to see if they tally with 
the entries and the different rcgister.s. But on the wJiole they 
are not very active and this, it may l>e noted in ])assin^, appears 
to he the case throui'houl; Italv.' 

w t 


One "eneral meeting is held a year. As with most largo 

V... O V 

, . , .. societies attendance is poor. At Venice 

about TOO out ol coino, nf; Rareiina oO 

out of 1,800, Bologna is perhaps the best in this, as in other 
respects. In 1020, ttS out of 5,509 attended. 


Genosis 
Bank . 


140. The genesis of a People’s Bank is w'oll iilustrated try 
» reopi.’s the bank at Venice, wlii'ch was founded in 
the middle of the war. Eunds M ore raised 
hy .shar('s (25 lire each) and deposits, the 
latler made hy 'well-to-do members wlio wished to give Ihe bank 
a start. A cash credit account of £80,000 Avas .seciu'cd from 
tAvo leadii.g commercial banks which apparently demanded no 
security, relying entirely upon, the character of the bank’s direc- 
torate. I'or two years no dividend could bo paid, and after the 
disaster at baporetto the bank had to tly from a de.sorted city 
to Rome where it remained two years. It uoav has four 
brandies, each with its local committee, over 4.000 depositors, 
and more than £3 millions® on deposit. Its members liave 
increased from 130 to 1,700, and dividends of B per cent, are 
distributed. All of wTiich has been achieved in four years. It is 
in fact a singularly encouraging example to those who would 
start urban banks in India. But they should remember that 
from the start the bank at Venice liad a higl'ly competent 
manager, In^banking, as in every other form of co-oper.\tiv 0 


* Ste aUoAppumlif (c) 
^25 milliou lire. 
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enterprise, the manager is the pirot of success. Even in Ger- 
many a number of the earlier urban banks failed, because 
their managers were dishonest or incapable. 

141. Kemaining points to be noticed in connection with 
,, o . . People’s Banks are : — 

Miscellaneoua Points. * 

(1) The ordinary commercial market rate of 7 to 8 per 
cent, is charged for loans, and as fixed deposit rates 
run from 2h to per cent, (according to period), 
the margin for working expenses, reserve and profit, 
is about S to 4 per cent, which is considerable. At 
Venice only 6 per cent, is charged for loans up to 
ICO lire (25 shiliings). Compound interest is always 
charged on unpaid accounts. Thougli not very 
co-operative, this is also frequently done in the 
German urban banks. 

(2) The rate for deposits at call was per cent, in three 
banks and 2 per cent, in tlio fourth. At Novara not 
more than £120^ may he uplifted at sigh t, two days’ 
notice are required for GoOO and 10 days for larger 
sums. Some such limit wdild he useful in India. 

(3) TJie issue of “huoni a seadenza fissn,” iionds for a 
fixed jreriod, Avhich are an original feature of People’s 
Banks, was snsjrended during the war but has since 
boon renewed. They are issued for periods varying 
from six months to t\vo years, and carry a fixed rate 
of interest. They are simply a device to raise money 
for a longer term than the; do[)osit at call. They 
differ little from tlie fixed deposit, and were intro- 
duced in the fir.st in.stance because the latter was 
unpopular. !No\v, how ever, trea.sury bills are said to 
bo preferred and in any case the amount tliey bring 
in is insignificant, at Novara for in.stance only 2| 
million lire against deposits of 203 -millions. 

(4) As in the German co-operative hanks, the maximum 
amount that may bo advanced to any individual by 
the discount committee is always fixed. At 
Bologna it is £2,500. In the Novara Bank it is 
£25,100 at headquarters, and for the different 
branches it varies from £60 to £600. 

(5) Each brancli of the Novara Bank has its own dis- 
count committee to sanction loans. Accounts are 
submitted to headquarters once every 10 days. 

' 10,100 Viro. At Vonic® the maximum is 
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(6) Taxation is 
£37,600^ 


heavy. In 1919, Novara had to pay 


142. 


Oencral Financial Position, 


If these four banks are typical, the financial position 
of the People’s Banks is sufficiently strong. 
Only at Venice is the reserve comparatively 
small. At Novara and Bavonna it is maintained at 50 per cent, 
of the share capital ; at Bologna it is 1 1 times as large. A fair 
ratio, too, is maintained between share capital and reserves on 
the one side and deposits on the other. Eor the four hanks the 
average is 11 per cent., which compares well enough Avitli Ger- 
many, where the ratio for S7l Schulze-Delitzscli hanks in 1918 
was 134 - per cent. But it must he remembered that Schulze, the 
founder of tlio urban movement, thought that the ratio should 
he as much as 26 per cerit.‘ For the moment, however, owing 
to the great depreciation of currency in Italy and Germany, this 
is a counsel of perfection.® Considering that the People’s 
Banks have had no help from Government, they represent a 
considerable achievement and afford Italy just the example of 
self-help that she needs. Their weakness is their isolation, and 
their danger the profit-seeking atmosphere in Avhiuh they 
live. In the town co operative fire is apt to burn low. In 
ancient Rome fire was regarded as so important that it was 
maintained by sjiccial means. 'Hie vestal fire of Co-operation 
also requires its guardians. It is a defect of the People’s Banks 
that these guardians arc lacking and that there is no central fire 
to kindle and inspire. 


143. The People’s Bank in its origin is a modification of 
the Gennan eo-operativo urban hank, the 
Tlo UrliHH Hank in Ger- yf ^vluch iVaS foutulod l)y Sclllllze Of 

Belitzsch in 1850. It was not till 15 years 
later that Signor Luzzatti, his most distinguished ‘ aluiunus,’ 
carried the seed of this new movement across the Alps and 
founded the first People’s Bank at Milan. In Germany, even 
allowing for the dillerence of population,* the movement is still 
stronger than in Italy and on the whole more genuinely eo-oi)era- 
tive. Including tlie societie.s® that were originally started to 
finance the craftsman and the artisan, there arc noAV about 1,900 


*3 milHoii lire, VfZ : — 

22 per [cent, of the Interest paid to depositors, 17 per cent, of net profit, 17 per ce.it* of 
share premia, 10 per cent, of stipends. 

“ Wolff, People^s Banks, 

^ In Germauj^ the ratio in 1914 was 274 cent* 

* Germany — 67*8 millions (official estimate 1919^, hot sea note, pago 6, 

Italy — 35*8 (Censna 1911). 

* Already described in paragraph 116. 
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co-operative urban banks in Germany. They are scattered all 
over the country, and like the village banks are mostly affiliated 
to a local Audit union, nhioh may include Craftsmen societies 
and co-operative stores as uell. These Unions, u hioh in 1920 
numbered 47, are all affiliated to the Sohulze-Delitzsch federation 
at Berlin.- Financial support is obtained either from the 
Prussian Contrai Co-operative Bank or the Dresden Bank, with 
which a special arrangement has been made.-' Thus the urban 
hanks are as noil organised as village banks, and they need all 
the suj)port that organisation can give them, as the pressure of 
the large commercial bank is being increasingly felt. The object 
of the latter is to buy up the smaller banks, and in this they 
have often succeeded. Accordingly tlic hanks are advised to 
make themselves as “ l)aukniassig ” as possiide, that is to say, 
to undertake every form of business open to a bank, and to w'ork 
on tboroughiy commercial lines. A tendency in the same 
direction lias been noted in the case of the Poopio’s J-'anks, and 
we have seen with tliem bow commcreialism may become a 
danger to the co-operative spirit. In Germany, too, the danger 
exists, but the German Bank is less open to attack than the 
Italian, as it. is more genuinely co-operative. 


144. This may be briefly illustrated by the following dif- 


PiiTercnc(\s betw»ea th«i 
German ami Italian systems. 


ferenccs between the two systems 


(1) Shares are not allowed to appreciate in value. A few 

banks introduce the thin end of the wedge by charg- 
ing large cnh'ance fees. 

(2) Though dividends are not limited, in practice they do 

not usually exceed C per cent. A reason for this is 
that a society distributing more than 5 per cent, is 
liable to be taxed. 

(3) In Italy the full market rate is generally charged for 

loans, in Germany the rate is about 1 per cent. less. 
TJiis is possible, as lower dividends are distributed 
than in Italy, and it follows that the German co- 
operative bank has still an advantage over the 
commercial bank, and to that extent is better able 
to resist its pressure. 

(4) Under German laav no credit can be given to non- 

members. 


' At the end of 1920 there were 1,903. 
» Cf. Introduction, paragrapn 7 . 

« See paragraph 44. 



(t>) Tlic German banks are united in a common organisa- 
tion and not isolated like the Italian. A higher co- 
operative standard can, therefore, be maintained. 

145. It trould only be natural if the Gorman bank 
^ , did loss than the Italian for agriculture, 

L.abi ity. rtt. Germany is more industrial than 

Italy and is, moreover well provided with village banks. 
Actually, however, one-third of the members are agriculturists, 
which is as high as the proportion in Italy. Of the re- 
maining two-thirds half belong to the industrial and half 
to the middle clas-ses. In constitution the most important differ- 
ence between the German and the Italian banks is that over 
600 of the former have unlimited liability. When the move- 
ment started, this was the only form permissible by German law, 
and it has persisted since. Now, however, there is a marked 
prejudice against unlimited liability, and many banks are con- 
verting from the one form into the other. Unlimited liability 
is only safe when members know each other wtdl and can 
exercise a close control over the management. In a town bank, 
with its complicated business and with a membership which runs 
into hundreds and possibly thousands, tliis is clearly® impos- 
sible. Accordingly limited liability is to be preferred, unless a 
large sum has to bo borrowed In that case t ho bank should be 
kept small and only neighbours should be admitted. 


146. There are certain differences of working between an 
Italian and a German bank, and the best 

A tYPicjil (lorman hnnk. . *11 j. j *11 i a 1 -i 

way to illustrate them will be to describe a 
typical German institution. I lake the ‘Volks Bank,’ that is 
to say the People’s Bank, at Coblenz, a town of about the same 
size as llavonna, but far more modern and tlie headquar.crs of 
a jirovincc instead of a district. 

The bank was founded in 1866, the year in which the first 
three People’s banks in Italy wore .started. 
a itmtrMip. It Opened Avith 12 members and now has 

1,019, including 139 Avomen. The more interesting categories are 
as follows : — 


■Craftsmen ,... 267 (S wo- 

men) . 

PeaBant proprietors ... 63 

Owners of Hotels, Res- 
taurants and Boats ... 61 (lOwo- 

^ men). 


Independent Mereliants 

and Tradesmen ... 223 (18 wo- 
men). 

Factory and Quarry 
Oivners and House 
Builders ... 92 


' C/. paragraph 16 (c). 

* For 476 GenuaTi hankd in 1916 the mveiage membership was about 250. 
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Field labourers ... 5 

In business but not inde- 
pendent ... 25 

. 

Doctors, Chemists, Mas- 
ters, Artists, Writers, 
State and Municipal 
otbcials ... 101 


Wage earners in fac- 
tories, quarries, etc. 23 

Subordinate Bail way, 

J’ost and Telegraph 
officials, and boat- 
men and waiters ... 6o 


This is a varied list, but the membership of an Indian 
urban bank miglit be almost as varied. On the whole it is very 
like the list given for the Bologna^ Bank. The Coblenz Bank 
has no specified area, but broadly speaking operates in an area 
(equivalent to an Indian dLstrict, 

All advances are made on the cash credit system, and every 
cash credit account is secured hy a bond 
( ' with sureties in the usual way. Ko period 

is fixed, so lliat the amount .advanced can at any time be re- 
called. This system, which is more and more replacing the 
specific loan,^ demands close control on the part of llie manage- 
ment. /it Coblenz this is .secured by constant check. A director 
told me that he was continually cliecking members’ accounts. 
Before anyone is allowed a casli credit aceouiit, careful enquiries 
are made tlirongli a local agent. These local agents, or ‘ men 
of trust ’ as they are called, are commonly employed in 
Germany^. No ‘ Oastelletto ’ or register of maximum credit is 
kept, as it is everywhere the practice to decide each ease on its 
merits. The sanction of the board of supervision is always 
required before credit can he granted. Though non-mcinbcr.s are 
not allowed credit, tliey ni.ay open accounts and get loans against 
deposits or scrip, but not against a mortgage, as this form of 
security is not sufficiently fluid for a person over whom the bank 
ha.s no control. To mcmbei's advances will be made against house 
(not agricultural) property u]) to 75 per eont. of its value. 
tJnliko Italy, a mortgage is constantly used in Germany as 
collateral, though not as primary'* seeuritj. No loans .are made 
against shares, as under German law this is forbidden, but 
advances will be made against sciip up to 00 per cent, of 
their niai’ket value .and also against goods, provided that they 
are formally pledged. As in Italy no loan can be made by a 
director on liis own responsibility, but only with the sanction of 
the committee. 


'Paraeraph 137. 

® 111 1918, in 476 l>flnk-3 cash f-.redit advaocos wore 78 per cenf. of iho whole. The pfr* 
centage h.^a probably ii creased aince, but the loun ia still common In tho siuallcr couutiy towns. 

’C/. paragnphs 90 (<i) and 01, 

•C/, psra^napb 12 (rlppitr 1). 
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(c) Manapomcnt. 


1 he committee consists of three members, all paid officials 
. of the bank. This is the usual practice, 
and it is done to secure expert management, 
which is essential in modern banking. It can readily be under- 
slood that in the circumstances a heavy responsibility devolves 
upon the board o£ supervision, and Mr. Wolff is doubtless right, 
when he says that in these banks eveiything hinges upon the 
way the board performs its duties.^ The board rteots once a 
fortnight to check all accounts. Once a 3 mar, too, it divides 
itself into three sub-committees of three members each to check 
every loan account and scrutinise the security supporting each. 
This ordinarily' takes five day^s. In addition tlie committee 
makes a separate check once a year, so tliat business is well con- 
trolled. As at Verdee, savings deposits are encouraged by a 
slightly' higher rate of interest and by the use of money boxes 
of which 500 have been given out. Only 6 i)er cent, is 
charged on advances, which is a full 1 per cent, h ss than the 
local commercial rate. Discount business is done, but to a much 
les.s extent than in the four Italian banks.- Dividend is not 
limited, but it never esceods 0 per cent. The only blemish on 
the bank i.s that not more than 25 to 30 members attend its 
gener.il moeting.s. This I understood is a common fault with 
Urban banks in Germany. 


'WoilT, Banks ; cf. al:?a App( (c). 

*In 19l^^ iu 470 bank.'* discount bnsiuoes Wiu only 20 of tho whole cf, paragvapli 
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CHAPTER XII.— The Village Store in Italy and Irdand. 

147. “ Tho clefemu' and salvation of the body by daily bread 

is still a study, a religion and a desire.’" So 
‘ n’rote a famous writer 30 or 40 years ago.* 

For Central Europe since the Armistice it might almost be 
described as a passion and a craving. In Germany last winter 
people still stood three or four deep hungrily scanning the food 
in the shop windows. In Italy prices were four or five times 
as high as before tl.e war. Despite all the efforts of Govern- 
ment, the profiteer in one shape or another reigned supreme. 
Only one remedy has been available — Co-opere\tion. In Ger- 
many, since the war began, urban stores Inivo doubled their 
members. ^ In Italy, in tow-n and country, the store has multi- 
plied in hundreds, and in Ireland it is becoming the centre of 
the co-operative movement. In India, though pric'-s have soared 
loss than in Europe, need is almost as great, for the village bania 
or shopkeeper is too often both extortionate and incompetent ; 
extortionate because he is generally a monopolist, and incom- 
petent because ho is too lazy or too ignoraiit to organize his trade,^ 
In Russia, a country that once resembled India, the eo-opera- 
tive store long ago captured the village, and its 20,000 
stores show what can he accomplished w-here need is groat.* 
There are, however, difficulties as the following pages shoAV, and 
it is a question w’hethcr development in India should be on 
German or Italian lines. In Germany, as at present in the 
Punjab, agricultural requirements are supplied hut, for reasons 
which have already been explained, no effort is made to displace 
the village' shopkeeper. So far, therefore as the vilUtge store 
is concerned, we must turn to Italy and Ireland for experience. 


148, At the end of 1920 out of a total 15,000 societies in 
„ . Italy over 6,00.) were co-operative stores, 
aiois in Italy. How' maiiy ol these belonged to the village 

it is inijAOssibie to say, hat the number can 
hardly be less than 3,000. The sooieties fall into tw’o main 
groups, Catholic and Socialist, though many, especially amongst 
the older societies, are independent of any organization". The 
country is the natural field of the Catholic, as the town is of the 


'Thoma*; Hardy — Far fnm the Madding Crowd. 

^ Now about 3 million. 

® In the Punj-ih “ there is actually one shopkeeper for every 20 families, bo tliit every 2 j 
fainilicB arc taxed with the cost ot m-iialalaiug oiu shjpkoepor’d lanlly " — Calvort— 

,fj| the Punjab, page 14. 

* Bubouff — 7'Ae Co-operatioe Movement in Russia, page 46. 

5 See paragraph 62. 

« In December 192J ihe Socialists claimed about 2,500 Societies and the Catholics 3.300. 
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Socialist, and though each invades the other’s sphere, rural 
members preponderate in Oatholic, and urban in Soeialist socie- 
ties. The Socialist’s ambition is a centralized system, of lar^^^e 
societies with local branches, the Catholic s a federation of small 
indepcnilenfc societies each of which is a living, autonomous 
unit.^ The Co-operative Alliance at Turin with 16,000 members 
and 39 branches is a good example of the former. The Socialist 
would merge the individual in the mass, the Catholic in the 
family. To the Catholic a co-operative society is the family en- 
lai'ged to include neighbour as well as relation, Vor trade the 
Socialist claims that hi.s system is tlie mon^ elllcient of the two. 
The Catholic replies that the small iud(‘pendent society can buy 
its goods direct which a mere branch cannot do. Large socnoties, 
too, d(ivelop monopolist tendencies Avhich are a sure road to high 
prices 'I’lirther, stressing nioral and sometimes religious issues, 
he maintains that Christian feeling and mutual help will thrive 
better in a small society with strong local ties than in the more 
impersonal atmosphere of a large loosolv-organizi-d mas.s. fha 
store, appealing primarily to the body, if not to the stomach, is 
probably less favourable to the co-operative virtues of stdf-helj) 
and good fellowship than any oth<ir important form of Co-opora- 
tion. Incidentally, this is an objecjtion to the school of thought 
that would subordinate every form of Oo-opevation to the store. 
Accordingly in building up an orgauiz.»tion of siiores it is import- 
ant to choose the system mo.st calculated to foster moral as avoU as 
material advantage. To this extent certainly the small society 
is to be preferred to the large, and if one society is federated to 
another it should be reasonably efficient. 

149. rrobal)ly 75 per cent, of tlio stores in Italy Jiavo 
, . , , been started since the war, and numerically 
they are noAV tlie most important branch of 
Co-operation in the country, .For thi.s the profiteer is mainly 
responsible, hut many soc'ndiies liave also been started to secure 
the preferential treatment accorded by the Food Coutrollei* to 
co-operative societies. ‘ Illuffisti ! ’ — a co-operative journal 
calls them A.s with other forms of Co-operation, the store is 
much more numerous in the North than in the South of the 
peninsula. The want of energy due to Southern warmth 
and the lack of good managers account for this. The 
latter have often to be imported from the Nortli. On one 
occasion at a meeting of priests to form a society to supply 
them with clothes one of them asked — “ and who will protect 
us from our manager ?" An inspector told me that the 

^ Amongst tlte Catholics too arc some who desire largo eocieties. la Italy few general state- 
ments can be made without qualificatio a or exceptiou* 

i See introdactloii, paragraph 12 (a). 

L 
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co-operative store was tbreo or four tiiries as difficult a matter 
in the South as iu the North, and that continual inspection and 
rigorous control were necessary. I mention this as conditions 
in India may not'be very difFercnt. In the North the difficulty 
is to kec]i pace with the movement. In the district of Bergamo 
at the foot of the Alps two-thirds of the communes* already 
have socitics, and in the old Austrian district of Trent there 
are 285 for 330 communes.-' 

150. For the most part the older societies deal only in 
provisions. The new ones are also attempt- 
The System— ing the Supply of agricultural require- 

(a) The goods sold. munts, and a Considerable number the sale 

of hoots, shoes and clothes. The latter 
requires more exp<?rience tlian most committees have at present. 
Wine is occasionally sold, and a club roon) will perhaps be hired, 
where it can he dVunk to the accompaniment of gossip, politics 
and tobacco. JVIany societies are applying to be allowed to set 
up a butchery, and in some cases the price of meat Iras already 
been reduced. A few village hanks have opened a store, hut 
this is rightly discouraged as a bank and a sho]) do not go well 
together, yiemhership varies with the area, whioli may he a 
viFlagt- or a whole commune. For tire 3,200 Catholic societies, 
urban as well as rural, the average is said to be 200. For 
village societies it will be less. 

Generally goods arc sold at the lowest possible price whiclr 
is usually airout 10 per cent, above cost. 
Before the war market prices were charged 
and a rebate on purchases, varying from 1 to 2 per cent., was 
distributed at the end of the year. This undoubtedly is the 
sorrnder practice, hut for the moment prices have risen so high 
that everyone wants them reduced to the utmost. The rebate 
system, too, is considered too laborious and complicated for a 
small inexperienced society. Though, I did rrot find this to he 
the case with the societies I visited, it might very well be so 
with village societies in India. 

An important difference between Socialist and Catholic 
is that, unless party feeling is strong, the 
(e) Dwirngs wiUi non- Soclalist society deals with member and 
noir-membcr alike. An extreme case of 
this was a society near Venice which had 3.900^ customers, 
of whom only ] 20 rvere members. Tho Catholic considers 

’ A oriiiiPUDC may ir.cltidc as irany 03 7 or 8 parifiliee or villages, 

» It li to Aufitria’i credit thftt IMa district viea with any in Italy for co-operativ» 
dcTt'optr.tnt. 18 per cent, of tho population are faid to be memherf of societlec^ 
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that a society exists only for its members, and more than 
half of the Catholic societies are said to act accordingly. In 
the Oatliolic district of Bergamo this is done with the express 
object of inducing people to become members, and when most 
people have joined, the shop is thrown open to all. It is a Ui.s- 
puted question how far a society should deal with non jnembors. 
In Germany such dealings renders society liable to taxation, and 
this is perhaps the best solution of the question. 

Membership is easily acquired. In a s'.nall society five or 
ten shillings wPl purchase a share, in a 
(d) Sftanv, liability and ]arge tcii or twenty. Liability is always ' 
limited to the value of the share.^ In Italy 
this is the invariable rule witli every kind of society, unless 
liability i.s unlimited. Dividends are also limited to 5 per cent,, 
and for the first few years, to increase resources, all profit is 
carried to reserve. In the smallest villages turnover varies from 
£500 to Cl, 000, in the larger from £t,000 to £6,000. In 
1919 for nearly 4,000 societies in both town and country the 
average was about £1,000. For Italy has a whole the total 
turnover mu.st be aveil over £25 millions.^ 


151, On the lower slopes of the .lips, within sight of 
„ , . . Monte Rosa and within a few miles of each 

tiort- other, are five village stores upon which I 

(n) (iciipii! c inditioiio, camc by chaiico. Not; one of them owes 

anything to outside help and none belongs to any organization. 

* Bread not politics is what we want.’ Politics indeed are 
anathema to a village that vaUies peace, and in all tliese .socie- 
ties wa.s the .same feeling ; ‘ We are peaceful folk and the 

friends of all, and tve don’t want to belong to any party.’ The 
largest of the.se villages has 2,000 inhabitants, the smallest six or 
seven hundred. Mok of the members are peasant proprietors, 
often with plots so small that, like the hillmcn of Kangra, em- 
ployment has to he sought elsewhere. Many cross the Alps to 
work in Switzerland and France, but not all, for unlike Kangra 
the water- poAver of the hills is used and three out of the live 
villages have small factories, which rcspeotively turn out carts> 
trunks, and silk. 


None of the societies required much capital at the start. 

Stocks were kept Ioav and credit was 
{/>) The systen. of sale. sparingly given. Dealers, too, allowed 5 

months’ grace. Pach member paid a few shillings for his share, 
and those who qould made a small deposit. Here and there a 

* Also the rule in Ireland. 


* 2jiC00 million lire. 
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larj^er sum was taken from a local fund or from a prosperous 
resident, but nothing was borrowed outside the village. Most 
of the societies deal only in provisions. One also stocks boots 
and shoes and another sells wine, maintaining a club for the 
purpose. Thanks to this it has 300 members, wdiich is consider- 
ably more than most of the otliers. Goods are purchased wher- 
ever tliey are cheapest. The local co*oi)erative ‘ wdiolesale ’ 
(at the headcpiarters of the district) is not very popular and one 
president spoke with feeling of its ‘canine teelh.’ Stock is 
turned over 4 or 5 times a year. Before the war a small rebate 
used to be distributed, but now ])rolit is usually carried to reserve. 
In two cases all dealings are for cash. In tho others accounts 
have to be settled once a fortnigiit, a ruh*, however tliat is 
applied with indulgence. Non-mcmhcAs, if well-knovvn, are also 
allowf'd credit. Limits are not prescribed, hut abuse is guarded 
against by an excellent rule which holds the manager responsible 
for any loss. Security is taken from him accordingly. Goods 
are ordered and prices fixed l>y the })resident and secivjtary who 
weigh and register everything on arrival. In one society each 
member of the committee takes it in turn to do this. Only in 
one instance is everything lef(- to the manager. The president 
admitted that this was unde.siral)le but ])leaded lack of time. 

Tnallthe.se societies the manager is local. Tn one case 

(01 Marngeineut aud changed Se veral times to guard 

wntroi. against any possible understanding between 

him aud the president or secretary. In 
another it is laid down that ho may not bo related within 
four degrees to either the president, vioo-pre,sidout, trea- 
surer or secretary. .Fie is rcinuuerated by a percentage on 
the turnover varying from 3 to per cent. No one else is 
paid, so the expen.s('s of management are small. The preshhiuts 
are characteristic of the neiglihourliood. The most intelligent 
is a deputy-mayor or ‘ -Lamhardar ’ of the village. Another is a 
peasant proprietor who is also a mason ; a third a factory hand. 
Amongst the secretaries are a yOung mechanic, a clerk, a" mason 
and a ear])enter. General meetings are held once or twice a 
year, and in the youngest society once a quarter. The latter wa.s 
start<!d ‘ to quiet pric(«,’ and there is general agreement that as a 
whole the societies have had this effect. Other advantages are 
that people are now more contented and get better quality for 
their money. 


Stock and accounts are checked once or twice a year by 
two or three members of the committee or one or two of the 
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* Syndics,’ ^ but there “is no formal audit, nor any outside 
control. Yet the societies undoubtedly flourish. In a small 
way they show what the Italian of the North can do when 
obliged to depend upon himself. It is perhaps characteristic of 
the country that, though two of the societies belong to a single 
village and are less than half a mile apart, local jealousy makes 
any mutual dealing imj)Ossible. Yet, and this too is characteris- 
tic, 53 members of the one belong also to tlie other, in order to 
be able to use its club room, whor(3 tho sale of wiire at a modest 
price evidently heals all differences. 

152. Turning now to Ireland we find a marked tendency 
Ireland— regard the General Purposes Society as 

the society of tho future. At present it is 
generally no more than a village store 
where, however, agricultural requirements can ho purchased and 
members’ eggs can be sold. In time - and this explains its 
name — it is hoped that it will .satisfy every economic need of the 
neighbourhood. Whether it is wise to make au esstmtially 
commercial society with limited liability the centre of the co- 
operative system may ivell he doubted. Gorman examjile is 
against it, imt then Germany has fostered the village hank, 
wdievoas Ireland has allowed it to decline. Tin’s is to he regretted 
as th(! co-operative .spirit, wliich the world n('ed.s far more than 
any speeific material benefit, is likely to thrive better in the 
fraternal atmosphere of a village hank than in tlu' more com- 
mercial ‘ milieu ’ of a store. 

In 1920 there Avere about 400 General Piirjioses Societies in 
Ireland Avith an average of 1.50 mnmbers each. With one exception 
thost3 I .saw AVero all in ! 'onegal. Broadly , the Irisli system resem- 
bles the Italian with two maiii dilferencos. One is the sale of ogg.s 
Avhich is a great convenience to meuduu’s, as they arc an imjior- 
tant articb' of export. The other is sale at market rates com- 
bined Avith the distribution of a rebate (miscalled dividend) 
Avliich rarely excei'ds 5 per cent." Oceasioiially societies fall 
into tlie temptation familiar to a certain type of Indian company 
and distribute a ‘ dividend though there is no jAvofit. “ We 
had better do it for tlie look of the thing ” said tho President of 
one society to the assembled members. The turnover is slightly 
larger than in Italy averaging about <64,500. It Avould be con- 
siderably less but for ihe business done with non-members, 
Avho are often two or three times as numerous as memhers. 

' Erery co-^p<4ati?e f?ocicty in Italy hasi a body of five men corresponding to the 
German Board of Supervision — {See Appendix (e) ), 

• Every member has a pass book in which bis purchases are recorded, and tho society 
keeps a card for each member with corresponding entries. 

l2 
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As long as this continues, the General Purposes Society will 
leave a good deal to be desired.* 

153. Four things are essential to the success of uji organi- 
zation of village stores — a wholesale society, 
importent Points- sufficient Capital, a good manager and 
ty. adequate control. Something must be said 

about each. The necessity of a wholesale 
society has already been sufficiently explained in connexion 
with the German Supply Society.’ In Italy it is considered 
so important that, since the Avar, in addition to a national 
wholesale society at Milan'* the Catholic.s have started 50 
district wholesales to act as a link hetAvoen the national society 
and the A'illage. Similarly in Ireland there i.s <he Irish Agri- 
cultural Wholesale Society.* Feiv, if any, societies in eitlier 
country deal exclusively Avith the ‘ Avholesale and, as wo have 
seen, some societies dispense with it altogether, but, once the 
movement extends, it is iadispensahle to efficient orgrtnization.® 
In Ireland indeed it is . claimed that the 1. .W.S. has reduced 
the price of guaranteed manures hy 50 per cent." 

The jecond requisite is capital, lu Ireland sliare capital, 
„ which is admittedly too .small, is .supplc- 

‘ mented by deposits or hy a ca.sh credit 

account at the nearest joint stock hank whioli is rarely very far 
uAvay. I'he best German authorify is opposed to a tradieg 
society accepting deposits, as it has not the necessary haukiDg 
experience ; and in the case of a store, dejtosits are apt to lead 
to speculative purchases or to too lavish credit.^ The objection 
to a cash credit account i.s that it must he guaranteed by the 
committee. In one society I saw (not a store) the guarantors luid 
had to pay up £15 of interest and Avere threatened ^with a mindi 
more serious call on account of principal. In Italy the .secre- 
tary of the Socialist federation, more perhaps by way of guess 
than estimate, put the total liabilites of store societies at £12-J 
millions of Avliich nearly £10 millions, he said, Avere horrow'ed, 
half from local banks, etc., and half from the State aided 
TJatioual Institute of Credit.® Advances arc made by the latter 
at 7 per cent.® up to J of the aA'crage A'alue of a society’s stock, 
upon wl ich tlie Institute has first charge under laAv. This is 

^ lu tho new societiea memoera are aaid tw |tr«'pon derate. 

* Paragraph 56. 

•f t'enaorKio Nazlonale vii Approviniamento, foumie'l since Uio war but iiyt working 
very well. The corresponding SociaiUt society, the Consorzio Italiano, i aUu at. Milaa. It 
Teoenfclylcst £80,000 tbiougli a sadden fall in prices and is only now beginning to get op 
its legs again. 

'» See paragranli 61 (r). 

^ It is eatiinaled that Catholic societies buy Ird of their gooJs from the local wholet^ale. 

fi Eco7iomic Journal, volume XXVll (1917), page 359. 

7 CJ. Appendix (d). 

« See paragraph 49. Over J81 million were advanced by the National Institute ia 1919. 

« The rate is really higher as a commissiou of | per cent, is charged on each loan 
irrespective of period. 
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its sole security. The Catholic Bank at Milan, which has 
already been described,* advances without formal security, 
trusting to moral guarantee and general control. Goods are 
not pledged, as a pledge is difficult to realize ; but payments 
to dealers have to be made through the bank, so that operations 
can be watched. The amount advanced is determined solely by 
need. The group of hill societies described above shows that a 
village store may be almost self-supporting from the start If, as 
is usually the case, tlie dealer gives a month’s'- credit, very little 
■capital will be required, and it should bo possible to raise it 
by shares. This, however, depends upon two things. Dealings 
must he for cash, and stock must he kept low. In India if a 
member has no ready money, be should borrow from his village 
bank rather than from the store.' As to stock, in Italv it is 
probably not turned over on the average more than 5 or 0 times 
a year. An urban store I saw claimed to turn it over once a 
fortnight. A village society can h irdly expect to. do it more 
than 8 or 9. times a year, and that only witli good management. 

In the course of this report it has repeatedly been neces- 
, . . , sarv to emphasize the importance of good 

manaijement. In a store it is essential, and 
in a village store fundranental. Wo have already seen how 
great a difficulty it is in the South of Italy, and how even in 
the honest, unsophisticated Alpine village of the North it was 
thought advisal)le to change the manager repeatedly. In the 
South of Ireland, too, it has been diiTieult to find manager.s at once 
hones! and capable, and even in the North the right type of 
man is only gradualh^ being found and (rained. “ fiv too many 
instances has there been a tendency to appoint local persons 
who have had no training whatever, co-operative or otherwise, 
and whoso sole qualification is that they are related to one of 
the committee.’” In Italy it is a common fault for salesmen 
to accept commissions and to favour friends and relations. 
The salesman is always a local man, as societies cannot afford 
to bring in someone from outside, and in some cfises he becomes, 
as one informant remarked the ‘ vero proprietario,’ the real 
owner of the shop. A s the same person added, these are * small 
Ithenoracna ’ -which it is difficult to avoid. 

^ Paragraphs 48 and 

® Before the war il6 Italy it used to be thre«? months. Hie * wholesale’ at Pioreiice still givae 
irom one t > three months. 


** Belftr August 1920. 
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Tor all this the only remedy is training and conlrol. la 

(rfU'o.<roU,>d«fc,.ktaki.R. ^ large number of seven or fifteen- 

day courses are arranged for salesmen, 
secretaries and members of committee. Examinations are held 
and diplomas given. The results, it is said, are excellent. Control 
depends primarily upon the committee and the general 
meeting. Too often initial enthusiasm peters out before the end 
of the year. The general assembly leaves everything to the 
con mittce, and the committee everything to the manager. It 
is at this point that the touring inspector is needed. All agree 
that the village store requires special, if not rigorous control. 
Every year stock must he chocked and accounts audited In 
Italy the Gatliolics alone have attemjited the latter, hut now all 
parties realize its importance, and if the projected now law 
passes it will have to be done once a year. An annual stocktak- 
ing is already compulsory. The more efficient societies do it twice 
a year. Some authorities recommend once a quarter. Much 
depends on the state of tlie society. Normally it is done by one 
or more members of the committee assisted perhaps by or.e of 
the ‘ Syndics.’ In one society I saw- sp(!cial memhor-s Avere 
nominated for the purpose by the general assembly. Whoever 
does it must, at least once a year, do it thoroughly, counting and 
woigliing everything, otherwise there can he no reliance or, the 
auditor’s report. Other stocktakings can be more cursory®. 
The general Inspector of the I. A. W. S., who has to inspect 
General Purposes Societies all over Ireland and Avho speaks 
with special authority as he was for several years manager of 
a store, said that inspection was of little value, unless the 
whole stock Avas checked and the entire machinery overhauled. 
Ihis was the only way to detect leakages and see that everyone 
was working properly, and he Avould do it in a new .society once 
a quarter and in one well established once a year. It must, 
however, bo done by a man properly trained and there was no 
better training than to have five years as mairager of a store. 

' ; In punsuance of this policy, the I. A. O. S. now maintains a 
list of qualified managtra who are w illing to act as approved stock- 
takers for societies in their neighbourhood. Importance too is 
attached to the stocktaking being attended by some at leas“, 
of the members of the committee, in order that they may see for 

' In Ireland tlie nu'lit fee ia £1 per jGl,00i> of turnover up to £l<\000 ; above thnt by 
agreement. Tbo fee for affiliation to the l» A. U. S„ U per member ami £10 per iS^COO. 
Inrelmnfor the capital fee the General Purposes Society U usuaMy given a free interim 
audit— r,/*. paragraph 29 (c) — footnote. 

C^. paragraph 66. To facilitate stocktaking the manager should classify his stock before- 
hand and attach labels to each class tc bIuav the amount in stock. A list should then bo pre- 
pared by the committee and valm d by tbe n anagera. Finally, the committee should check a 
sufficient number of the manager’s valuations. 
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themselves the condition of the lyoods in stock, A number of 
societies have come co Sfrief ‘ simply because there was no proper 
stocktaking, and stock appeared in the accounts which was not 
in the store, and the- members were deceived for years as to Iho 
real position of the society, with the inevitable consequence of a 
final smash up^.’ Tiie Pnniab too has had its experience of this 
kind. 


Miscellaiieo us Point s. 


154. A few points remain : — 


(a) In Ireland a soeioty’s area is normally a radius of 3 to 

f. 5 miles. Within this limit the aim is to 

secure as many members as possible. In 
Italy the area varies from a commune of several villages to a 
villase or part of a village, if the latter is large. In botli 
countries convenience rather than theory is the determining 
consideration. 

(b) In a few Irish societies credit is not allowed, hut tins is 

(i) Croflit. restrict business. When dealings 


and general position are good, it is given 
freely. The general In.s])eetor of the I. A. W. S. thought it 
should he left to the discretion of the manager, who should how- 


ever he checked liy the committee. In India it would probably 
he better to follow the practice of the Alpine societies described 
above and hold the managers entirely responsible. 

(e) The proportion of gi-oss profit to turnover will often 

(c) ivopo-io« of RIO,. to a society’s coiuli- 

profit 1,0 fariinv-r tion. ft necessai’ily varies with the com- 

modities dealt in, hut in a typical Trisli 

society it averages between 10 and 15 per cent. 

(d) Nearly all store societies find it difliicult to get their 

(d) Attomi„.ce at Roue-.i members to comc to general meetings. In 

meetinari. Italy absentees and indifference arc 

common, and in Ireland at only one of the five 
meetings I attended were more than 12 per cent, of the members 
present. It is a serious drawback to tlve co-operative store, 
and one that should he considered by those ivho would subordi- 
nate everything to it, that it is a bad medium for draiving people 
together. The importance of this is that, if people do not meet, 
tJie co-operative spirit cannot lie developed. It was a dim 
perception of this that made a member at a thinly attended 
meeting suggest a tea party as a remedy, and it was doubtless 
a clear perception of Irish character which made the president 
reply — ‘ you’ll never get ’em in for tay. ’ Education in 

* The Irith Homestead, 1920, oagaSTo. In 1919-20 ; 15. per cant, of tho General PurpoM, 
Societies worked at a loss (I, A 0. S. Annual lie port^) ^ 
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co-operative principle is probably the only true remedy. Mean- 
while * thou shall not live by bread alone ’ might well be written 
up in every store. 


165. Materially, there is no doubt that success has been 
„ „ , achieved. In Ireland the gain to members 

ofsucoeei. IS put at 2d. or 3«. m the shilling. ‘ If 

there be no store ’ exclaimed the president 


conditions 


at one meeting * it’ll be God pity us.’ In Italy, too, a curb 
has been put upon prices, though not without much opposition 
of tlie usual kind from traders. Whore societies are well run. 


they soon get the better of tlieir opponents and in some eases 


aciiieve a virtual monopoly ; but where they are inefficient, high 
prices and profiteering continue. 


It is not difficult to get people to form a society when prices 
are high, hut for success it is important to start with a nucleus, 
however small, of real co-operators who will hold the society 
together when difficulties begin. Por tliis much preliminary 
training is necessary. It must bo remembered that every- 
where, in Italy as well as in Ireland, the peasant has to he 
taught everything, and that most committees will feel helpless 
till tiioy are educated in their duties For suece.ss on a larger 
scale there must he (1) wholesah; purchase, (2) standardization 
of orders to get the lowest possible rates, and (3) diret. t do tlings 
with the producer. The latter, which is just hegiuuing in 
Italy, is of the utmost importance bur. full oi difficulty.^ 
Finally, in every society— great and small — 'there must be, to 
use an expressive Italian phrase, ‘ grande onesta e le unghic 
corti,’ entire honesty and the nails well pared. 


The Tenmlecroiio 
oporHtivt3 u L t \i r si 1 


for its tweeds, its 


I cannot close this chapter without a brief account 
of a .society I saw in Donegal, pro'.'ably 
uTtur-ii most remarkable in all Ireland and 

certainly one of the most inspiring I have 
seen in any country. Donegal is famous 
eeds, its scenery and its bogs. In the North-West 


corner of it, whore rock and bog slope down to the Atlantic 
and whexe till recently tiie gombeen man ruled like any 
money lender of the East, a small co-operative store was 
opened 15 years ago in a hut on the hillside six miles from 
Dttugloe. Forty-two members each subscribed half-a-crown 
and with this was bought a modest quantity of tea, sugar, milk 
and flour which three or four members sold in turn. The effect 


was immediate. Flour fell from 12 to 9 shillings a bag ; more 
members joined and the fight began. It was war to the knife. 
Every trader in the neighbourhood combined to break tlie 


See Intradnctiou paragriph 12 ; also paragraph 61. 
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society. United, their power seemed irresistible. Hardly a man 
on that bare hillside that was not sunk in debt and tlierofore at 
the mercy of ‘ the trade.’ Several members were sold up and 
evicted from the acre or two of peaty .soil they cultivated, but 
said the president — “ nothing rvas heard of it outside, for the 
tradersjunlike the Landlords, were good politicians.” As perse- 
cution has driven men underground to perform their ritc.s 
unobserved, so many members used only to come to the store 
under cover of night. The tight spread to the large town of 
Londonderry. Bread came from there and the bakers suddenly 
refused to supply it. The society nearly foundered. Then the 
president in desperation went over to Scotland and got the 
Scotlish Co operative VFho]es.ale Society to supply ’.t instead. 
Finally, the president himself rvas attacked. The local I teach of 
six included five traders. A fellow-trader swore that he was in 
danger of his life and Patrick Gallagher — his iiamod<!servps to l.»o 
recorded — was ordered to find hail. The alternative was gaol and 
to gaol lie w’ent, till friends in Dublin got him out. When he 
returned to Dungloe the streets were illuminated and the hills 
blazed with bonfire.®, as if a- new king vvere crowned. And 
indeed it -was not very different, for from that day the trader 
reigned no mon'. The societv iiow has 450 memhers and a 
turnover of £71,000. Everything is supplied that a .small 
farmer can want and a I'oliatc of 71 per cent. is. regularly dis- 
trihutiaP. Moreover the whole knitting industry, almost as 
important to the neighhourhoo 1 as its scattered plots of land, 
has been reorganised. 152 girls, mo.stly ineinhers’ daughters, 
are employed to make soek.s, gloves, mufilers coats anti jerseys, 
either at home or in a large a.irv room belonging to the societv. 
Last year the value of these goods amounted to £d0 0 K). In the 
old days teas paid for a pair of gloves. Now an average of .‘15 
shill’ng.s a week ( ts hours) is paid and as much as £.1 or £1 can be 
earned. The higher wages arc spent on better clothing and, where 
everyone was recently in debt, deposits now total over Clli.OOO. 
Moreover, thci’e is hardly a cottage in the noighbourhoorl tiiat lias 
not been rebuilt. This must not beset doAvn entirely to Co-oper- 
ation, for war has brought prosperity to all farmers, and in elimin- 
ating the competition of Austria it gave the knitting industry at 
homo a temporary m onopoly of the market. B ut it is Co-oporation 
that has detlironed the goinb«>eu man and made free men of 
slaves, Co-operation working through the generous, dogged, 
resourceful character of the society’s founder ard its only, 
president.® 

* Not, however, on ugrlcoltiirAl rojuirements. 

• For a more detailed account of this society, see 1. A. O. S., Ltjaflet No. 32 
Templecrone, writtcu by that ii.o.st inspiring of wi iters upon Co-oporation, George Hiisflel 

E.’). 
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CHAPTER Xni.— Co-operative Farms.' 

167. The co-operative farm is Italy’s special contribution 
fo agricultural co-operation. Its impor- 
r Importance. tauce Hes in the fact that, whereas other 


co-operative forms, such as supply, sale and credit, only deal with 
the means or the results of production, the farm deals with pro- 
duction itself. It therefore touches agriculture at its root. Whe- 
ther it can be introduced into India, as it is now being introduced 
into Ireland, Serbia and Germany,- may possibly be doubted, but 
the experiment should be tried, and for tliia the canal colonies of 
the Punjab with their vast tracts of virgin soil present an 
unrivalled field. 


168. It i.s impossible to write of co-operative farms without 
, , _ , „ , toucbiiifr, however briefly, upon land tenure, 

an. enure .n .ay. Italian systciu is remarkable for its 

variety. It includes all the most typical forms of Europe, often 
side by side — the large landlord resident) as in England or absentee 
as in Ireland, the small peasant proprietor so common in 
Germany, the ‘ metayer ’ or crop-sharing tenant characteristic 
of South Western Erance, the capitalist farmer with his 
train of labourers, the peasant farmer with his ‘ three acres and 
a cow,’ the middleman farmer who is little but a rent collector, 
and finally, large public or semi-public estates, for the mo.st 
part confiscated from tho Church or more or less reclaimed from 
marsh and fen. The only one of these tiiat requires a word of 
explanation is the crop-sharing tenant, as he will lie frequently 
mentioned in the folloAviug pages. Ho is a tenant with whom a 
landlord forii.s some sort of partnership based upon a division 
of tho produce. A common form of this partnership is for the 
tenant to supply labour, hut no capital except a few unim- 
portant implements. The landlord suj)plios no labour, hut pro- 
vides land, livestock and equipment, for instance the oil press 
and the nine vat, and ho also advances free of interest any 
capital required for the purchase of feeding stuffs and manure, 
the cost of which is divided between him hnd the tenant. In 
return he receives a portion of the produce varying from a third 
to a half.^ 

159. The co-operative farm came into being as a remedy for 
... „ two evils, in Emilia' to mitigate unemploy- 

(o) in Emilia to remedy ment and in Lombardy to eliminate the 
nnempioyment. middleman rent collector. In Emilia there 


‘ t'or a gv.od (ietmlcd account written from the Catholic etrtiidpoini, see Pio BenassPs Affitanze 
Colleifive pi\l»li.-^ht’d in 1920 hy the Societa Kditrice Intcrnazirniale, Turin. 

* The movement i? alrearly well estahliahed in Uonuiania. 

The name given to this systfun, in lialy Mezs idri(iy\n France Meta^a^e (3fotVt«) impliea 
dividing the produce into equal snares, hat the rccoat agrarian disturb mcei have tended to reduco 
the landlord’s share to less than a lialf. 

* The country from Piacenza to Ravenna. 
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was not enough work to go round, and as oiton as not tin; labourer 
was out of a job. Elsewhere lie emigrated, but here he 
was too attached to his home. The usual methods of strike and • 
boycott were tried, but without success. In this dilemma some 
one realized that, instead of attempting to force an uneconomic wage 
upon the landlord, it would l)e better to gain possession ot tne land 
and increase production. The labourers of Kareruia had already 
formed a society to undertake public contracts. ^ Ip. IS /O the 
latter took a lease of a lew liundred acres for its members to 
cultivate, and this w'as the origin of the co-operative farm. 

In Lombardy, thanks to the ncighourhood of large indus- 
trial towns, there was little niiemployment 
“ l»it. estates ,vo.;c ami hol.ltnga geiiwaUj 
sir.aH. Accordingly laiidlords publie 

bodies) found it oonvenient to lease an estate to /i middleman 
contractor who made himself responsible for finding' tenant and 
rent '. At its best, as in England and Scoilavul, no business 
relationship can he more human and productive than that of 
landlord and tenant ; hut when the jirofiteer comes lietweeu, no 
relationship could he w'orse. It was a rich, pliilanthropie hut not 
very determined landlord of Cremona who made the first attempt 
to (leal with the problem. A society was founded in 18S0 (tire 
yeaiMvlrich witnessed the (inst cxpcn-inient at llavenna) to rent 
a large estate dirced and farm it out to its rnomheis. Unfor- 
tunately the innovation alarmed the neighbourhood ; social pres- 
sure was applied to the landlord who soon began to tire of the 
experiment, and in two years the society came to an inglorious 
end. Meanwhile in 1887 a similar society had been started 20 
miles from Milan, and after many vicissitudes a lease was 
finally obtained in 1891. This experiment proved a success. 

In the next 80 years, despite many failures and 
false starts, the movement spread slowly 
through Emilia and Lombardy, and further 
afield into Sicilv. Progress was hampered by lack of funds and 
experience. Then came the war with its sudden prosperity for 
farmers. Large estates were bought, machinery was acquired 
and organization developed With peace niiemployment again 
became acute. The demobilized soldier returned honn- with a 
hunger for land, and everyone wanted to he independent of every- 
one else. Agrarian disturbances broke out in many parts of tlie 
country, but not where the Co-operative farm was established. 
Government seeing in co-operation a remedy for discontent 
opened its par-se and money vvas no longer a dilfioulty, 

i” This system is more charecteretio of Upper than of bower Lombardy, where largo scale 
f arming is common and the middleman ^attahile) often manages the farm himself. 


IfiO. 

Rccotib Or .wtli. 
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iiccordingiy, instead of the few score of farms that existed before 
the war there arc now neariy 500. ' In three districts, Bergamo, 
Reggio Emilia and Ravenna, the movement is now definitely 
establislied. Elsewhere, to quote an Italian authority, “ we have 
to deal with a new social institution w hich has not yet entirely 
found itself and wliich is still in the probationary stage.*’ ® 

161. Two main type.s of society have been evolved, one 
, individualistic and the other collectivist, 

riie iwo jp‘s. both, land is rented (or purchased) by the 

society for cultivation by its members. In the one, each member 
cultivates liis own plot, paying the society rent in cash or in kind. 
In the other, individual possession is not allowed, or only to a 
limited extent, an l instead members wmrk for a fixed wage 
under the society’s manager and all produce is juried. This 
type is generally Socialist, and the other, which predominates, is 
mainly Catholic. 


CaUiol!'.- 

AtillS. 




162. in nothing are the aims of Socialist and Catholic more 
.sliarply opposed than in the co-operative 
farm, yet in nothing is tlioir practice more 
akin. The Socialist desires ardently to olimi* 
mate private property and make the whole world collectivist. The 
Catholic, lielieving that the magic of property not only turns .eand 
into gold liut bad citizens into good, burns to convert everyone 
%vho tills the land into a peasant proprietor. One thing, however, 
is stronger than either Socialist or Catholic, and that is Nature 
herself. In old countries systems of cultivation have their roots 
in the ages. If small holdings have existed in Italy from time 
immemorial, it is because they suit the cultivator, tlie crop aud 
the soil. T f the large farm with its gang of labourer.s has also 
aris6n, it is because rice and wheat c.annot bo grown on the saqie 
system as the olive and the vine. Small holdings tliereforc cannot 
be abolished without loss,^ or large estates cut up Avithoiit risk.* 


Further, even if one system of cultivation could bo .substitut- 
ed for another, the difficulty of the cultivator remains. Habits 
centuries old are not changed in a day, and habits rooted in the 
soil are with difficulty changed at all. Not one tenant in a 
thousand can be turned into a collectivist, * or one labourer in a 
hundred into a proprietor. The one is too dependent on himself. 


* la 1 1)06 there were only 108. 

* Benastii, page 99. 

6 For instancy each has owu Itou^e and farm buildings. 

* In the district of Milan an attempt to split op large estates failed. 

Some collectivist sccioties in Reggio Krailia admit small farmers and crop-sharing 
tenants, but only if they work fer wj^ges, as labourers, for at least half the year. This the 
f aimer will only do under strong necessity. 
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the other upon others. Accordingly, if a largo farm is rented, it 
is better to maintain it as a u’ hole with the field labourer employed 
as before. And in that case, wliether the society is Socialist 
or Catholic, collectivia*^ principles must be applied ; that is to 
say, wages must be paid and produce poo'ed. Conversely, sma’l 
farms, unless they are isolated, cannot well be swept away. Each 
tenant must be left to his ‘ three acres and a cow ’ and, though 
produce maybe divided between member and society, it cannot he 
pooled for the whole estate. Broadly, therefore, it follows that the 
collectivist farm is only possible where cultivation is done by the 
labourer, and the individualistic where it is done by the tenant. 
Accordingly, though the Socialist mak<\s every effort to prevent 
the further spread of small holdings, and the Catholic every 
effort to increase tl)em, in the main both acknowledge that, for 
a co-operative faimi to succeed, it must he grafted on to the system 
that prevails.' This is fundamoital, and it means that it will ho 
useless to apply the collectivist form to the peasant proprietor 
of the Punjab, h'or liini the other typo is the only one with any 
chance of success. It must therefore bu descrlluMl in detail. 


lO:'. For this purpose I shall confine myself to the 
TU. hKiniJiuiutic CatlioHo district of Bcrgamo, _ wliicli is the 
in home of tlie individuali.stic society. Ernhrac- 

(n) iho jjjjg Gurdaspur, both hill and plain, its 

70 societies include the shepherd and his upland pastures, the 
vir.egrower and his warm Southern slopes, and the small liolder 
cultivating wheat, maize and silk on the irrigated lands of the 
Lombard jdain. All these societies are of the individualistic type, 
though in one that will shortly ho described a collectivist tendency 
is apparent. Ordinarily a lease is taken for nine years, or at most 
for twelve. Eacli member — nearly all aro j)ea.s;int farmers accus- 
tomed to small holdings— receives a plot of land varying in size 
according to his need from to 10 acres. This he must cultivate 
himself, and provided that he does not sublet, that rent is paid 
and the land not abused, ho will not be disturbed until the lease 
expire.s. The distribution of the land is then revised, and if one 
family lias too much and another too lit tie, adjustments are made. 


* A gotxi instance of this is the society of Foascli di C(ir].n which entered into t\ crop- 
sharing pnrfnorship with the hindow.Mer, as this was the system of the neighbonrhood. Rena^j.^i, 
page 53. 

In Ravenna, too, where both largo and euiall holdings prevail the Socialist, after form- 
ing ma.iy collcctiviat sociotioa for the labourer who ‘s emphiyed ou the larger farms, In now 
opganizirg ecHnetiea on iiidividnalistie lines for the small holder. SimSUry nejir Milan the 
Catholic is doing the precise contrary. 

• pAstuTO sociefios aro formed to secure to the peoi)lc of the neighbourhood their 

ancient pasture grounds and prevent the interloper from the plains from getting a LcaBo* 

are taken from the local eommnne. 
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^very member finds his own implements and livestook, but cost* 
ly machines like fodder cutters and threshers can usually be hired 
from the society. Seed, manures and other agricultural requi- 
sites arc supplied on payment, and some co-operative sale will 
also be attempted. This however, for want of sufficient co-opera- 
tive spirit, is stilliin its infancy, and for the most part only the 
cocoons of silk are sold by the society. In the more advanced 
societies ther<^ may be a bank where loans can be had or savings 
deposited, and there may also be a store, where houshold require- 
ments can be purchased. 


The chief official of the society is the manager, who i.s often 
,, „ a trained agriculturist. His most important 

tuiiction IS to give members expert advice, 
for the peasant farmer in Italy, as everywhere else, requires to he 
guided in every step. 'I'lic difficulty is to get him to realize this, 
and he is apt on 3 uning a society to feel all the independence of 
the proprietor and to treat the manager aocordingly.’ Tile latter’s 
only remedy is to propose expulsion, but thi.s is rarely done, and 
in practice members cultivate pretty much as they please. Yet 
where the manager is a man of character and tact, lii.s influence 
may Ijo considerable. 

As can be imagined the chief difficulty in this form of .society 
is the apportion ineut of laud and rent. If 
(c) Apportionment of members are already in occupation, the status 
lanti wui rout. there a modification due 

to equity, will be maintained <j,nd no serious difficulty arises. But 
when land has to he given out afresh, individual circumstance, 
size of family, quality of soil have all to be considered. If ne- 
cessary decision is by lot. llent has also to be as3cs.sed and then, 
as one writer says, “ arise questions, wranglings, (complaints, 
misunderstandings btetween friends which threaten uit oaly the 
Jiarmouy of the niember.s but; the vtu-y existouce of 'tlio society. 
Everyone finds his own quota of rmit absurdly high, the (jualifcy 
of his land far below the comraitteo’s estimate and his house 
much smaller than that given to his neighbour, finally every- 
one wants to be better oit than his neighbour and pay less.*”* 
Judgment, patience and firmness are all roqkuired to deal with 
this, and it is clearly of great importance that too high a rent 
should not be paid by the society itself, q||iorwise these difficul- 
ties will be aggravated tenfold. 

» Oft paragraph X79(«), 

• Bouaasi/pnge 86^ 
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Many of the societies in Bergamo have a Council of Vigilance 
. or board of supervision which need not 
Vigilance. iiccessanly consist only oi members of the 

society. Societies experimenting in new 
d complicated forms of co-operation will often be the better for 
outside assistance, and in Bergamo the parisli priest or a keen 
'co« operator of the neighbourhood is frequently brought in to a.ssist 
and advise, or e\en to guarantee a loan. In this way tin; pioneer 
6f the movement in Northeni Italy, the enthusiastie Monsiguore 
Dottore Portaluppi, parish priest of Treviglio, has been able to 
found and establish the most important parent society of the 
neighbourhood, that of Oastel Oerreto. 

161. The co-operative farm is in a sense a return to primi- 
tive custom. In England, when Saxon 
Difference bei ween fiio conoueretl Celt, tlic soil was held by groups 

Co-o|Joi!itivo larm «nd the , ^ • 

Ceitif Village Ooijiu.iinity. and Tiot bv ludiviluals. Uo-0})eraii()n in 

agriculture ” — wo road — was necessary 
because to each household was allotted separate strips of land, 
nearly equal in size, ir. each field set apart for tillage.” The 
laud was divided in this way to give each family its share of 
lx)th good and had land, for the housohohh'rs were all equal, and 
the priranple on which the original distribution of the land 
deyxmded was that of equalizing the shares of the different 
numihcrs of the community.”' Einally wo are told that, though 
there was co-operatiou in working tho fields, there was no com- 
munistic division of tho crops.* With one or two modi fica- 
tions this might well he a picture of the typo of farm we have 
been describing. But, though similar in form, the co-operative 
farm is very dilferent in aiju ; for its object is not only to 
improve agriculture, but alsa by its ideal of mutual service, to 
raise the mo<iern rural community to a higher level of civiliza- 
tion and Christianity. To the good Catholic co-opefator this is 
vital," aud it was partly for this reason that most of the societies 
in Bergamo have been formed with unlimited liability. By 
quickening interest and arousing a sense of ro.sponsibility, un- 
limited liability develops a keener corporate spirit than any 
other form of association. It is here that the primitive com- 
munity has the advantage. As many an Indian village still 
shows, isolation and insecurity breed a corporate spirit which 
civilization with its individualizing touch has almost destroyed. 
No one is more individualistic than the Italian peasant of to-day. 

* Cutler, A Short History oj English Agriculture, piigc 1. 

* Whether or uot those early tiinea the arablo laud was subject to redivision is not clear. 
By the 11: h century it was exceptional. Here and there in the IJighlauds of Scotland laud ia still 
constantly reallotted. —8 Mackenzie, A Hundred ysars in ike Highlands. 

® tSet Portaluppii, // Affitto Collettioo, page IS, 

M 
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If industry is liis strength, egoism is his weakness. Accordingly, 
to the Catholic it is the principal object of Co-operation to temper 
the one without weakening the other, and he believes that 
the only way to achicTe this is to restore the corporate basis of 
his ecouoinic life. 

166. It is now time to give a concrete example of the 
^ . co-operative farm. Two will be descriljed, 

A Hill . show it in its simplest form and the 

other at a much more developed stage. At the foot of the Alps, 
with half its land in the hills and half in the plains, stands the 
unpretending village of San Taolo d’ Argon, in which a single 
building arrests the eye. Once a Benedictine Monastery it is 
now the home of tlie mernber.s of tlie local co-operative farm. 
The old refectory with its half o!)l iterated frescoes is the society’s 
store room and here, whore the monks once dined, 89 co- 
operators uow hold their general meeting.*. The .society was 
formed 10 yi'ars ago to get rid of an unnojnilar middleman 
coutroctor, through whom the ITospila!, which now owns tlio 
estate, used to lease the monastic lands. It was not an easy 
.start, for to outbid the cojitractor a liigher rent had to ho offered 
than before, and as a guarantee of good faith 11 years rent liad 
to be p.'tid in advance. Mauv' members sold cattle and deposited 
the proceeds with the society. Otiiers borrowed what they 
could, and everyone worked his hardest till the amount was 
obtained. A further difficulty was the condition of the vines 
which had been almost enlircly destroyed by phylloxera. All 
had to he replanted, and before this could be done, experiments 
had to 1)0 made to discover the vine mbst suited to tlie soil. 
Tlicso were so successful that, when I visited the society, its 
cellars contaiiied nearly 2.5 ) ' ton.s of wine. A tliousand 
acres have been rented, but nearly lialf of this is w'oodland. In the 
ola days members used to cultivate on the crop-sharing principle, 
hut now each pays his quota of rent, and as one said to me — 
“ now that I get alt the produce, I work Avith passion, and I do 
my best to improve the land.” This is one of the. advantages 
of tlie co-operative farm. It gives the man who used to Avork 
for another the feeling lliat now lie need only AVork for himself. 

Kent is paid through the silk cocoons —the mulberry as 
Avell as the vino is cultivated — and any deficit is made good in 
cash. Cocoons are the only thing sold co-operatively. Though 
the Avino cellar and all its appurtenances are leased by the 
society, each member makes and sells his own Avine and stores 
it in liis own casks. So far every attempt to secure co-operative 
manufaetAirc has failed. Members are at once too independent 

~ • 26A.COO kiluB. 
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and too conservative. Manure and seed are supplied through the 
society, and raanurin" is now said to be dene more scientifically 
and seed to be selected with greater care than before. This is 
doubtless due to the manager Avho is in charge of the society. 
Crop insurance is compulsory, as the crops are tlio only security 
for the rent. On grapes the premium is as much as 18 per cent., 
on wheat or 6 i)or cent. Discipline is not strict. No member 
lias (iver been cxpelbjd, though two or throe times it was admit- 
tedly necessarv. No dividend is ever distributed. Instead |;.he 
profit Avbicb is small is carried to la serve. The society is now so 
strong that it could almost all’ord to bny tlie land. An important 
point to notice is that at, the start nnMuliers trusted to their own 
good elfort rather tliau to tlie modern nostrum of State aid. 
(TCnuiue Co-operation means self-lielp and self-sacrifice. Of this 
the society, though it has not advanciul very far, is a good 
example. 


IGd. The s('eond society bus already been mentioned, for it 
A Society— IS the oldest in Lombardy. It is nearly 30 


(a) Hist ril.iiituin 
I.auil. 


■ fiii... yoar.s since, Avith tlm Iielj) of a toAV syin- 
pntbizevs Avbo lieoame honorary members for 
the put‘])Oso, a numin'r of small peasant fariners of Calveti/iano, a 
villiAgf' situated ie. country as fiat as Amritsar, combined to take 
a lease of 132 acres of irrigated land from the landlord direct, 
instead of each renting Iris tAvo or throe acres from a middleman 
rent collector. The society tio.v ornm oO) acres, valued in its 
liiilnnee s'oeot at nearly 0 liut in reality worth much more, 
anti in addition rents four estates for £o0;>. Owing to a Socialist 
tendency there are a number of ox-laiiourers amongst the mem- 
bers, and tin’s accounts for a feature which is unusual in. indi- 
A idualistic societies. Tin; lurid is entirely redistributed every 
tliroe years. Each family, so far as possible, is given five-sixths 
of an acre per head, and, as in the priiuitiA'e Celtic community, 
holdings are made up from dilferent estatc.s, in. order that every- 
on(? may have good and liad land alike. Members may cultivate 
their land as they please, but on no nceouut may they sublet, uor 
may they even cultiA'ate it in partnership witii anyone else. 
Theoretically the society is ojieii to all, hut in practice, 
as land is scarce, new meniliers arc excluded liy an entrance fee 
of .£15.* Sons of members, hoAVcver, pay only half a crown 

As 1 1 years’ rent lias to he deposited by the society as 
(b) C 0 - 0 |«’,atUe s.-.io oaution money, ^ memhers pay half tlioir 
find TomAfco Fac- rent in afivance.^ The lialaiiee is paid in 
< silk cocoons Avhich, with tomatoes, are 


> 1,200 lire. 

* A new society aboulil n.wayij do this. It rcdaccs g^nerul liability and gives the 9.>cic y 
ready naonoy. 
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the only produce sold co-operatively. The sale of 
proBcnts no difficulty. n» tta nicmbcrs “ {” 

deal nith a mercliaut vho, like those ol Amritsai, ouij 
Bupplies the silk worm eggs on condition that the cocoons ar 

"lTti:ron;hhini.anarS^ 1“ thT liS 1 year 

ad\antaoe. Tomatoes arc dealt in, as loi tin last 11 ytais 

the « 50 cietv has had its own factory for making tomato conserve. 

Si W Mvell ippliedniombe obliged not only to sell 

tlil^ir loUtoes to the socidy, but to grow them on a fixed pro- 

portion of their land. Both imles are said to be observed as 

prices are good and co-operative spirit strong. In another way, 

toi tlie factovv is nscfuh for 10 bands, all sons ot members, 
are employed in it. Owing to keen competition and poor 
management it made a bad start, and tor tlie lirst six oi seven 
years was w^orkcd.at a loss. Now it pays its way. 

V 


The society undertakes a number of miscellaneons activities 
all calculated either to cheapen or to 
(c) Miscciianeotis Acti- incrciisc production. Seed and manures are 
vitu>... supplied a w'eigliliridgc is maintained, and 

machines for threshing, pressing fodder and drying maize are 
hired out for a moderate charge. ^Members arc encouraged to 
hrino tlieir savings to the society and tlieir deposits hital 

nearly £5,000. miotlier sign of the prosperity bronghi to tlio 
faiwrhv the war. l^oans are made wlien ueeded, and insurance 
against hail is encouraged by paying one-third ol he premium. 
Ambers are also insured against old age, and lor those who are 
too old for 11, is the society contributes 25 « 

provident fund. If a member is ever too ill to wo k, the 
nrc'sident appeals to the ‘ lilantrojna ot other mcmheis to 
cultivate liil land, mid anyone who does it has his name recorded 
in an album kept for tiie purpose. A 

is tlcit its manager is not a trained agricultuiist. J Ins lamians 
LLltu'vat .lovolopuH.nt whic). should ha 

a co-operaliva farm. Othonvise it «;11 be MJ’*- “ 

oloriiieil Irish general parposc.s society. l<-t a\en so il ivui 
h n-e o 0 advaata-e over the latter, for pri^uctioa, not eon- 
Kumntiin is its basis, and for the farmer this is the more natural 
3ducativehasisonhetwo.-^ la this society it is c anned 
that production has increased, and that tlio farm has been a 
tpultottio lholeaeighbourhood. Asa result, too, of oUmiuat- 
iug the middleman, rents have been reduced. 

" > 100 lire. 

C/. para^rBgli X52. 
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167. A few figures must now be given to show what has 

been accomplished in the single district of 
“ Bergamo The total area cultivated by 
70 societies is about 20,000 acres. Three societies have 1,000 
acres or more, but at least ten have less than 100. Similarly 
the largest society has 222 members, the smallest only live. 
As many as 18 have less than 20. A co-operative farm may, 
therefore, bo as much an affair of half a (lo/eu neighbours as of 
two or thi’ee villages. This is oneouraging to those who believe 
in small beginnings 

168. One society in Bergamo has purchased land in order to 

, , „ , sell it to its member.s. A debit and oi’edit 

account is opened for each purcliasor, who 
has to pay in the whole amount (liy iiistalaieiits) before owner- 
ship passes. In llavenna a consicler.ablc number of societies have 
been formed for the same purpose. Prosperity acting upon land 
imngor has had the same clfect there tliat it has had in the 
Punjab. Agricultural land has boon forced up to fancy prices 
and Ims sold at 8,000 lire an acre. The primary objoet of the-se 
.societies is, by combining purchasers, to check the competition 
that loads to high prices, and incidentally to encourage better 
farming; for like the Punjabi, “ the small proprietor will rather 
spend his savings in buying fresh fields than in improving those 
he has already.” ' It is Iiopcd, too, that even when a member 
lias acquired his land, he will remain in the society in order to 
benefit by co-operative .sale and supply, aiid to use its store. 

160. It should now lie evident that tin* individualistic farm 
, , luis considerable iiossibiiitios, and that tliero 

IViSMiiiilitje.s JM Inuja. • , . . l* • li i 

IS alnjost MO .section ot the agrioultural 
community which it cannot serve in one form or another. It 
is the only kind of society that would, I think, be a lictter foun- 
dation for a rural co-operative system than the village bank. To 
the tenant its advantage is obvious ; and to the proprietor, too, 
large as well as small, it has a message. To the small, it is the 
message of better farming. Prom a good co-operative farm lie 
will get the skilled teaching and gnidane.i that nearly every 

' Rt^lifible figures for I lie whole (if It;ily meat proseut uiio'r; tiui ilo K^-va lUrriot tot.iU 
sro difficult 5 0 get ftu l have to be received with caution. 

^ The following (averages may l»c noted : — 

Membertthip (4'> societicfi) = 50. 

Area cultivated (^3 sccietlcs) = 332 acres. 

Rent (33 societies) =» over ;6250 (21,125 lire). 

s At present exchange about dSlOJ ; at par £320. 

^ Bolton King, page 167. 

. m2 
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peasant farmer still needs the whole world wide and in addition 
he will enjoy facilities of supply and sale denied toothers. To the 
largo proprietor the co-operative farm is a reminder tliat “ the 
landlord can no longer be considered as a proud and inaccessible 
deity, to he served by his dependents with reverence mi.Ked Avith 
fear.”*^ In the Punjab the experiment might w^ell be tried 
of a colony based upon a system of co-operative farms. There 
would probably Be no better way of converting the ITinjabi into 
a good cultivator. Moreover, it might give him the stimulus to 
develop his land wTvich has now to be given by ownership. If .so 
valuable proprietary rights might be retained by Government avIio 
could then oontimie to share materially in the ever increasing 
prosperity of the colonies. In tins way tin- co-operative farm 
might even prove an important source of revenue. 

170. Here perhaps this ebaptcr should end, for tho collec- 
Thp viM'i-'pnti ir, tivist type of co-o])(Tative farm has little, if 

unvi'iiii. application to the ITinjab ; but it is so 

characteristic of Italian giunus ami represents so striding an 
achievement in Co-oi)eration, that it is iinpos.silde to pa.ss it by. 
It is just possible, too, that there may be some corner of India 
with soil congenial to its seed.'* 

The tw'o districts in which the society can be seen at its best 
are Reggio Emilia and i’avenna. Only tlie latter was visited and 
what follows relates principally to that district. The town of 
Ilavemia has already been described. The district Avitli its 
350,000 inhabitants strelelies from the .t\ ]'ennine.s to the Adriatic, 
and for the most part it is so Ioav and lint that inueh of it is 
marsh and fen, or what in the Punjab would l)e called ‘ sailaba.’ 
This is gradually being drained, and iv. tlu! last fifty years large 
areas have la en reclaimed and put under Aviieat, beetroot and 
rice. It is this that has given the Socialist bis chance^, for the 
old lands wldeli have been cultivated for 2,000 years are now too 
split up for collectivi't experiments; but the Avide tracts of 
virgin soil, demanding the rough labour of the hind ratlier tJian 
tlie inteinsive cultivation of tlie peasant, Avere exactly .suited to 
his purpose. Accordingly in 1880, Avhen unemployment grew 


^ {?/.• thft io:li!wirg extract from the Now Jer^^'v Report given iu the Anif ricau Report on 
Agiicnltural Co opiraiiou in Kitrupo, Tu! t III * The c« nviciioii ha:' iioen growing strorigcr tliat 
by tit 111 i Mg w'ith the individual farm af» a pr. bloMi by itself, hy If-arniug of tho defect'i in it® 
orgRnir?!it oil hy coiiiotiiig ihese dei'ecls, the Itwt-i of ]>ro'l!ictinii might be raised much niore 
iapidl_y than by the* oMor Ti.tlhod of dealing with farmers of any .sfctioo' 'eu mss'rO 

* Bciiassi, page 8 

* A farm on collectivist linos has rtccntly (1921) been started at Slolapur (Rombay). 
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acute ! 4 nd strike and boycott failed, tlio first co-oporativo farm 
in Italy was lornied. Its members were all ‘ bracoianti ’ or 
journeyman labourers, men who were as readily employed upon 
a road, embankment or terrace as upon work in the fields. Nearly 
all the societies in Itavenra have been recruited from this class, 
and it is only recently that attention has been turned to the 
peasant farmer and the small proprietor, 

17 1. The earliest coHcofivist farms were started on the 
Tic svsti-m same lines as Calvenzano, that is to say, each 

member w'as given a })Iot to cultivate lor 
three years. Tliis, liowcver, led to the o-Kliaustien of the soil, as 
evervone tried to gji: as miicli as be could out of the land belore 
be bad to give it up. fi'lie labourer, too, accustomed to work for 
others proved no able to work on his own. Pure collectivism was 
theref ore attempted. The c.state was cultivated as a whole and 
produce was pooled. This is the form Avhieh .still jirovails, though 
not: very successfully, in the adjoining district of ilologua which 
was also visited. In Itavenr.a it did not answer, as tliere was no 
inducement to t he lahourer to do more than work for his wage. 
Accordingly a compromise was evolved wliich is noAV the sys'cin 
in force thrdighout the district. 

The farm is still run collectively, that is to sav, imple- 
ments, macliines and livestock all belong to the society, 
and all operations me directed by the uumagiu'. But every 
member receives a small plot, whicli varies fioin one to seven 
acres according to the si/a' of his family and the amount of 
huul at the society’s disposal. It i.s manured and plouglicd by 
the society which also does tlie threshing, but the labour re- 
quired lor rolling, weeding, and reaping, etc , is provided by tlie 
member who eventually receives one third of the ])roduce. This 
is normally sufiicient to keep him and his family in grain for the 
year. On the debit side he has to jiay one-third of the price of 
the seed and manure used on his land and one-third of the cost of 
insuring his crop.^ Tillage must he done exactly as the manager 
directs, and if labour is ri'quired elscwbero, it must bo given, or 
the defaulter will be debited witii the cost of getting llm work 
done by someone else. Plots are distributed liy lot and are kept 
for or.e, or at most two years. If, as is generally the cr<.se, there 
are not enough to go round, those who draw blank get first choice 
at tlie next distribution. Meadow^ land is not divided, and in 
Reggio Ji'railia, where a similar system prevails, wheat too is 
cultivated collectively. It is claimed, w'ith sonic justice,' that 
this system involves no essential compromise of collectivist 
principle, as land cannot be retained for more than a year or two, 

^ Occasionally no charge ia made for seed and Insurance. 
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and the only effect of division is that wages are paid partly in 
kind instead of wholly in cash. Its advantage is obvious. By 
securing to the labourer a share in the fruit of his labour, it 
provides liim with the stitoulus that everyone requires to do 
his best. 

172. The collectivist farm goes far beyond anything pre- 

viously attempted on a considerable scale. 

AciiieNeiDittt. district of Ravenna there were 

60 societies, and 60,000 acres, or about 20 per cent, of the culti- 
vated area of the district was in their hands. Thanks to the 
large profits made during and since the war, 20,000 acres or 
more have been purchased.^ Detailed figures for 26 Socialist 
societies show that their live and dead stock was recently valued 
at £100,000,’^ and their annual produce at over 6300,000. 
Seventeen societies maintain stores where shopping can be done, 
two make their own wine and throe or four do siin])le hanking. 
There can be no doubt that the colleotivist farm is strongly en- 
trenched in the district, and, -where it exists, it tends to absorb 
every other form of co -operative activity- In one village I visited 
it even bad a Labour Iwancli for undertaking general contracts. 

173. Before so much could be achieved many difficulties 

_ had to be overcome. The two greatest 

-innici— were discipline and finance. Ko financial 

(a) SeiMuip. problem could well liave been greater than 

for a number of men, witli no other resource 
but the labour of their hands, to find the capital required to lease, 
stock and run a farm. The case of tlie society at Biangipane is 
typical of how it was done. Starting with a snecossion of erop- 
s'h.aring leases which involved no capital outlay, the society was 
eventually forced liy a quarrel with the landlord to launch forth 
on its own with a cash lease of 22.5 acres. Its £>2 share.s were then 
paid up in full, in cash nr in labour, and those who coidd made a 
small deposit. At that moment, too, a momher who was insured 
met with a fatal accident and the JE24tO paid by the companj'' to 
bis family was deposited nath the society. This Avas sufficient for 
the caution money required to secure the rent. Implements, 
machines and manures were supplied on credit by the Oo-opera- 
tive Union at Ravenna.® Luckily the harvest was good and a 
profit of £240 was made. Next year another 700 acres were 
rented, and to meet the increased outlay shares Averc raised to 
£8 apiece, and the 200 members undertook to pay for them 
as before in cash or in labour. Profit, too, instead of being 

^ In 1920, thirty Socialist societies owue l 1U,500 out of 23,000 acres in their possession. 

• 8 million lire, 

® All SochUist societies are afHIiatod to a Union at R ivonna which is responnble for gsneral 
organization. The Union also farms land* 
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distribiitod was added to sliares. TJiis w,is ten years ago. The 
society now has £7,500 in deposits, a common go{jd fund of over 
£3,000 and another £1,000 in shares and reserve. 


Not infrequently philanthropic neighbours have guaranteed 
an initial loan, and reoples’ Banks have also advanced large 
sums, spurred on by the sacrifices members. so often made. At 
Molinella, for instance, it was agreed that 50 per cent, of wages 
should be svithheld till the loan of the local Peoples’ Bank was re- 
paid. It M'as common of course for savings to be deposited, and 
in Calvcnzano, the society described above, goods were even 
pawned that sornt thing, however small, might be lent. In a 
much newer .society near Mantua 500 members are said to give 
15 days’ free labour a year. In anotlnw ® near llovigo one day a 
week is givtm. Most colh'ctivist socictit's ind<!ed exact fr«'e laliour 
or retain a part of the wages till harvest. If the latter fails, then, 
as vny informant said, “ it is good night to your jiay. ” 

Finance is now a mucli simpler affair tlian when memliors had 

, . to depend upon themselves fora start. Since 

the war the Xaiional Institute of Credit •'* 
hn.s a(h\anced millions of lii'e at 2 or 3 per cent, below the 
market rate. It can do this as Gov<-rnmont i.s bthiud it. The 
.security for these loans is the society’s livestock, equipment and 
produce, upon which the Institute b.as a lion under law. Every- 
tliing is valued including even the normal yield of the land, and 
adv.'uicesare made up to one-third or occasionally a half of tlio total. 
In Ilavcnna alone last year tho best part of ..G5()0,0U0 was advanc- 
ed. Other banks, not however the commercial ones, arc follow- 
ing suit. In spite of tiii.s the demand for money tlirougliout the 
country far e.vceed.s supply, and when rocimtly tlie National 
Institute .suddenly .'topped lending, progress in many places came 
to a standstill . This will not be the di.sast ;r it is termed, of it 
compels a return to older and soundov ni(.d;iiods. 


I 7l. Even more difficult than finance is the question of discip- 


Disitiplino ami its tlcpcn- 
dence i.n ; — 

(a) Economic iitcd. 


line. The collectivist farm is nothing but a 
factory ia which work is done out of doors in 
stead of within t!ie four wails of a building. 


But there is this important difference. No work is so difficult to 


supervise ns agricultural, and when, as often hajipens, members 


run into hundreds and, as sometimes happiais, farms extend over 
one or two thousand acres, the problem of supervision and discip- 
line is far more difficult than in the factory. Societies rely upon 
three main facters, the need for employment, the tie with Trade 


* Sermule, 

^ Glacciano. 

* DesCribetl in par.igraph 49. 



Unionism and their own authority. It will he remembered that 
throughout Emilia, of which the district of Kavenna is a part, 
these societies originally sprang from the distress caused by 
unemployment. The evil has not been cured but only mitigated. 
Accordingly the economic need, that must bo at the root of 
all Co ojjeraticn, still remains, and members know well enough 
that anything that endangers the society endangers themselves. 
There is tlierefore a ])redisposi(ion to obey. 


'Jhis predisposition can be given almost the force of an 
^ . instinct through the tie wuth Trade 

Uniojiism.^ J^jvery ineml)er must 
bo a Trade Unionist, and in most eases he lias h(!eu so for many 
years bot'ore h<; joins a society. If so, he already knoAvs some 
thing al)out discipline. Moreover, tlio closest possible touch 
is maintained Detween a society aiul the local Tradti Union. 
Each is re\u‘osented on the other’s committee and important 
questions are discuss<'(l together. In one society it was stated 
that nothing could ho done Avitliout tiio Trade Union’s ojiproval. 
The latter aiot only pn scrihe.s rates of wages and hours of labour, 
but settles disputes between a society and its members. .\s 
strike-s are l)y jio means unknown — a society I visited, bad just had 
trouble Avith its forage ]>ackers — the support of the Trade Union 
may he of the greatest valur. ^ And in general it may be said 
that, AvithoAit this support and Avitbont the habit of discipline 
formed by the Union in its members, the collectivist farm 
Avould never have reached ils ])resent development. If it is 
e\-Gr attempted in india, there must he some tie equally strong to 
take it.s place. None could he T>etter than a Avell-devedoped co- 
operative spirit. But Ibis is rarely found at first. 


The third (actor i.s tiio society's own authority'. Eor praoti- 
, . ,, eal purposes this means the manager and 

his nssisliints. The tonnor directs all op- 

cratioiis as Jiiuch as if he aa'cvc in charge of a factory. Ear 
more than the president, Avho is always a labourer and often 
little better educated t han his neighhoars, the manager is the 
real head of tlie society.'^ Ho, too, may be a labourer, but in 
that case he will he a man who has risen by for<!e of character. 


* (.H* Lengiip of Kcfilhtnnco, ii>» it calleU 

‘ Mobt strikes are said to be ‘ synipatbctio ' and not to la^t '.nore than a few days. The 
packers^ strike, however, lasted 12 days, ami on another occasion the Trade Union committed 
Fpjit to the f pet to arrangtMbinga took a week, meeting every n-^ht, to oEEoct a eetileincnt. On 
the whole, though, a strike against a society is losii common aad loss formhlable than a strike 
against a private employer ; and it is never political. 

* Prefrident and Manager are often cambined, but this is admittedly undesirable. 
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Character is probably more needed than brain to deal with 
the many difficxrlties that arise. In one society it was clear 
from the manager’s empiiatic gestures that the task had al- 
poost been too much for him. At first, he said, members had 
no idea hoAv to work together. There were endless e.'Cj)lana« 
tions and repeated reprimands. The latter were useless. At 
last an example was made, and a few who refused to work 
were suspended for a year. After tins memlau’s heeainc more 
receptive, and gradually, thanks to patient teaching, a more 
co-operative spirit was developed. The socidy has now 032 
memhers and six farms with a total area of over 1,000 acres. 
The most effective remedy of all is e.vpuision, as little or no 
local work can he had out8id(! the society. To the man Avho 
w'ould stay at home the socuety is indeed almost a coiidition of 
existence. For that very reason, ]>erlia[)s, societies are loath 
to expel and it is rarely done. Expulsion is not couliued to 
breaclies of discipline. Criminal olfcnecs and even moral 
irregularity are occasionally ])umshed in this 'vay. A. mild- 
er penalty is to <5ut wages. Oj;ce a .S(|iiad of 10 or 12 mem- 
bers refused to dig a chamnd t> the i-etpiired dejdli. 11c- 
nionstranoe merely provoked violoncfi. in tiic end the work 
was none, but only half the amouat due was paid. It w'ould 
not have h.oen surprising if many sooieties ha 1 failed for 
want of disoii)liue. Hut except in the S utli, where dis ,‘i])liue 
is said not to exist, failure now appears to he rare. Due 
reason for this is ihe strength of the party tie '.vhieii, as a 
Socialist said, marshalls pi.'opi(; as ‘ for bitth'. ’ AIor(‘'.)VL-r, 
before a society eau eoll apse th > whole resources of the party 
are brought to bear ujxni its reeovory. 

175. Ten or twelve niiles from llavimna. in country as 
fiat and as heavily irrigtated as a canal 
colony, lies the towulet of Alfonsiae. Its 
r,i) r.iro coiirdivi.ii! 13,000 inhal>itants are lannarkable for the 

AKd itP Iftilnre, . ^ i* n • i • 

variety ot tbeir co-oporative t‘riter].u‘iZL\ 
Carpenters, masons, and rrausport men have all formed societies 
of the type that will be described m the next chapter. 200 
peasant farmers have also started a co-operative farm on in- 
dividualistic lines. Finally, tliere is a society of 785 iouruey- 
man labourers wlucl> owjis and cultivates over 800 aert's, 
undertakes ordinary labour contracts and runs a store wdth a 
turnover of £12,000. It has already been explained how the 
‘ bracciante ’ of Jlaveuna was by nature more a labourer than 
a hind. Consequently it is not surprising to find labour socie- 
ty and farm united in a single organization. In this ea.se 
the labour society came first, and it was not till it.s fourth 
year (1909) tJ)at a lease of 375 acres of rice land was taken. 



172 


The advantage of rice is that it requires more labour than 
capital. At first, pure collectivism was tried and no division 
of the land w'as allowed. As capital was scarce, members 
agreed to forego half their wages till after the harvest. When, 
however, the harvest came the balance sheet showed a loss 
and wages could not be paid. “ What happened ? ” I asked. 
“ Aduoanza tragica—a tragic general meeting ” was the reply, 
“ and sharp division between the committee and the mass ( la 
massa ).*’ Ultimately members understood. It was their first 
lesson in the difficulties of capitalistic enterprise. The next 
four years .saw little improvement. It was just possible to 
pay wages after each harvest but no more. The root of the 
trouble was the uncompromisingly collectivist system. This 
was finally abandoned, and the modified form of collectivism 
desoi’ibed above w'as introduced. With the outbreak of war 
the societ^v pros[K!red, so much so that last year it made a net 
profit of £1,000.’^ !t now owns thi) wliole of its two farms 
( 8r>2 acres ) for which it paid C22,000 Its gross produce is 
valued at .611,250, and including what is paid in kind the 
total wage hill comes to .G7,5<,0 a yc:ir. All this has been 
achieved in little over ten years. Though much larger than most 
of tlie societies in tlic district, it is tlie smalhvst of the four 
I saw'. 


Of the 785 members only 250 have allotments, as it is 
useless to give a man less than w'hat is 
i) Till! aistribution of Sufficient to support him and his family. 

This varii's from 2.^- to 7 } .acres according 
to circuinstance.s. Another 450 members 
have been provided for by special arrangement with tlie proprie- 
tors of the neighbour] lood, a condition of the arrangement being 
that they are still allowed to work for the society. Nearly 100 
members have no land at all and w'ill have to w'ait till the next 
distribution, w'liich is done once a year. Only in cxceiitioual 
cases can a plot be retained for tw o years. The re-allotment is 
carried out l>y the ooramittee of the loc.al Trade Union, partly 
by lot and partly by arrangement. This is a good instance of 
the close connexion with Trade Unionism referred to above. Mem- 
bers, I was told, submit to re-allotment but do not like it. Land 
and gold are the two enemies of the collectivist, and not till lioth 
are abolished will collectivism reign. Occasionally groups of 
20 or 30 families agree to work their combined allotments as a 
whole ; but, collectivist though the society is, this is discouraged 
as it is found to lead to bad work, more especially since the 
war, as young men now are inclined to slack. Where, as in 


so, 000 lire. 
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agriculture, supervision is difficult, private possession or a sliare 
in the produce are needed to spur men on to work. And equity 
too deinands this, for, as the president t>aid, on precisely similar 
land one mdn will produce nearly twice as much as another.’ 

Part of the land purchased by tlie society is split up into 
small Imldings cultivated bv the peasant 
(c) The feasantiMrmei. jj, ijgj.g individualist and 

collectivist are in mortal conflict. Labourer and poas.ant 
can no more lie down together in a collectivist society tliau wolf 
and shevp in a single field. One peasant who was in diflleulties 
with his farm has already allowed himself to he swallowed up and 
converted into a labourer. Tlie otliers still hold out against what 
is regarded as a tolal change of life and a loss of caste. But they 
are a n ere handful, and it is only a matter of time before they 
are ouslcd. A collectivist society will not buy laud which is 
already much split up, or, if it does, a separate society will be 
formed for the peasant farmer. But where the latter is too weak 
or too isolated to resist, he is absorlied or has to quit. The 
Catholic replies by trying where lie can to split up the large 
estate, so the balance is preserved. 


At Alfom ine wheat, beet root and maize arc the staple crops. 
These are cultmited on modern, and indeed 
(rf) Maicageirpt and jiliDOst industrial litics. Machlues valued 
at £1,500 are maintained and include a 
motor tractor and five threshers. Rejiairs are done in a large 
shed equipped with every kind of appliance. i£ach estate has 
two managers, one to direct agricultural operations and the other 
tor administrative control. Another person is in charge of the 
180 head of cattle that belong to the society. At head-quarters 
there is a general manager wlio controls every branch, A com* 
mii teo of nine, all labourers, meets twice a month. 


General meetings are field several times a year, and it is 
characteristic of those collectivist socielics that they are avcU 
attended. A gathering of 500 members is said to be not unusual. 
Contrast this with the urban bank or the village store. 


The societies of Bergamo limit their memhership but not 
, , , ,, their liability. In the collectivist societies of 

iiaveuna it is the other Avay round. Any. 
one can join, provided he is a labourer and a trade unionist. The 
difficulty of finding house accomniodatioii prevouts a large influx 
of members from outside. All the ‘ braccianti ’ of the nci?hbour- 
hood have joined, as it is thoir only means of securing regular 
work. A man*^ can become a member for half-a-crowu which 


' The name tiling is said in Tomkinson^s State Help for Agriculture, page 28. 

® Paragraphs 139 (c) and 154 ^d). 

^ In collectivist societies elsewhere membership is sometimes limit page 4S, 
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shows how little effort is made by the members to monopolize 
privilege. The regular re-distribution of the laud Is further evi- 
dence of this. The lu'wrjst member has as good a right to a hold- 
ing as the oldest. Collectivism puts a severe strain upon human 
nature, but no one can deny its generosity. As in nearly all 
these societies, ])i’olit is never distributed. Tire most that is done 
is to add part of it to shares in proportion to wmrk done during 
the year. This is a good we.y of increasing capital. Discipline 
has heen tolerahly mainiaiued and since tht> start only ten mem- 
bers have had to he expelled, sonn* for disohedieiice, others for 
moral irrcnjularity. Altogether the society is a remarkable achiovo- 
meut, but not more so than the other societies visited. 


170. The oliject.s of Co-operatioii have h('en admirably dc- 

.. . tim'd as “better business, better farming 

['aim. iiud better liviiii::. The ('ollectmst larm 




satisfies all threi'. 


liave alreadv 


how it.s discipline may affect cliaraeter. It is clear, too, that 
large bodies of men canmjt 1)0 taught to work togetlu'v for what is 
essentially a good purpose without learn it ur much that is valuahli'. 
The eo-o])erative farm lias nmlouhtedly had a steadying eH’oct 
upon the lahourc’r, and w'Jteri' oiaee theri^ was agitatiou and discord 
there is now comparative peace and conti'iitmeiit. The lahouror 
has in fact learnt so ne of tli<> dilUeuliies of the <iapitali,st. 

As to ‘better farming’ all observers aeknOAvledge improve- 
,, „ ,, ,, . mold, and Catholic and Socialist alike agree 

tnat this IS .aiore marked in tr.e collectivist 
than ill the individualistic farm.^ At first sisrht th<‘ collectivist 


farm is simjily tJie factory .system, applied to the land. .Every- 
thing is done on largest possible scale with the fullest appli- 
cation of machinery and science. Hut, though methods are in- 
dustrial, aims are the reverse. The factory’s .sole ohject is 
maximum profit,'^ tlie farm’s macimiim yield in cash or in 
kind. The factory cares nothing for ma.ximum yield unless it 
coincides with maximum profit. The farm, provided there is no 
positive loss, eart's little fur maximum profit if it means reducing 
the yield. Springing from the distress caused by uiieraploymont 
its object has alwaycs been to provide as muoh wmrk as jiossihle 
for its meiuhers. .Vceordiugly it seeks not gain hut subsist- 
ence, not the maximum yield per man, wdiich has lieen des« 
crihod as the apotheosis of the factory theory,'^ hut the maxi- 
mum yield per acre. Subsistence too, not gain, is the primary 
object of the small pcasiaut proprietor. Thus, despite methods 


> Sir Ilortwe PitmUoU, Jiural Life Prohlemi of the UnVed Siatee, a most suggestive book. 
» t’or instance, aco Iknassi, \mge 48. 

» i.e.i net 

* Better Businea, November 1920, jiog: 36. 
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that are diametrically opposed, peasant proprietor and collectivist 
farm are united in aim. The only difference is, the peasant ijro- 
prietor has a small family to feed, the collectivist farm a large. 
Desiring the largest possible yield, the latter 1ms been obliged to 
develop its lands to the utmost. A good instance of this is an 
estate bought by tlio Union at Eavenna for £6 an acre, and now, 
after recbiioation and improvement, valued at £0<). Many are the 
aci’es that have Ijeen reclaimed by co-oj)erative farms ; but even 
when; cultivated land is taken it is probable that ]iroduction is 
increased, as up-to-date machinery is introduced and expert guid- 
ance is available, it not on the farm itself, anyhow at Eavenna 
where the local Union maintains two graduates in Agriculture to 
advise it.s afRliated societies.^ 


If evidence of ‘ better living ’ is desired tlio villages of 
. ^ Piangipane and IVIezzano should he visited, 

fr liivMv. both theatres an; being built, mainly 

out of undistributed profit. One, wheti I .saw it, was almost 
complete and bad co.st £G,1'00.''^ A local artist had been employ- 
ed to decorate its \vad.s with frescoes, in whicii the ‘ l)raccianto ’ 
could 1)0 seen as nature made him, playing classical iitstruments 
in not very classical attitudes. Yet there two villages are no 
bigger than the largei' villages of Eohtak .and llissar. Oue 
has 6,000 inliabitants, the otlier only 4,000. Va,st profits have 
been made duriug and since the war. I”. 1919 Piangipane 
-uadc nearly £1,000 out of l.uB’S aci’es. The farms lia,ve pro- 
1it<’ercd like atiyone else wlio had the chance, but they have 
applied their profits more wisely than uio.st. Common good 
funds have been formed in one case amounting to £S,000, i a 
one sodety scliooling is given to mcmber.s’ ehildren during tlie 
sxxmmer. In others milk was supplied during a period of scar<;ity. 
Some give medical a.ssistance, others insuj-e tlu'ir mom])crs aga- 
inst old age. 'rhese arc the fruits of not distributing profit. 
At Piangipane, where so much xvas earned, members loudly 
denial. dc({ distribution but, as my informant said, fine speeclies 
were made and people xvent away content. The question is 
how long will they romaiu eoiitent. As societies increase in 
substance, the old Adam of individualism may spring up lustier 
than ever, and it is signhicaut thac already lierc and there are 
signs of a rift between Trade Uni -nivSm and Co operation, Avhich 
is suspected of being ultimately liased upon private property. 
Meanwhile the Collectivist Parm is probably the high water 
mark of agricultural Co-operation in Europe. 


>Hai;h society coutribaUs to the Uuioa 1/6 pur c..nt. of its rent subject to a iniuimnin of 2/Ck 
* } Million Ure, 
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CHAPTER XII. — ^The Labour Society. 


177. If the collectivist farm has a rival in achievement, it is 
the Labour Society of Italy. In its simplest 
* form its object is to eliminate the contractor 

and undertake contracts in his place, whether for making a road, 
building a hospital, or constructing a railway. In its more de- 
veloped form it aspires to operate factories and mines. “We 
are not going to allow any profit to be made in this industry ” 
say the miners of Great Britain. “ We will absorb all the pro- 
fits and we will increase our wages to the point where the least 
fraction of profit is absorbed. Broadly that, too, is the ulti- 
mate object of the Labour Society, ))ut whereas the miners 
propose to attain it by slowly sucking the owner dry, tlic Italian 
labourer is trying to achieve it by the co-operative society wliich 
takes the place of owner or contractor, as the case may be. Four 
lignite mines and throe or four iron and steel foundries, started 
during the war, have recently been taken over from Government. 
Co-operative glass furnaces and priiiting presses are already work- 
ing successfully, and a variety of other enterprises have been 
undertaken. Of these the most ambitious are societies of metal 
workers formed to repair and even to build ships, Genoa is 
the centre of tliis scheme.’^ If these enterprises succeed, Italy 
will liave given a lead which the rest of the world will do 
w-cll to follow'. Intensely interesting and deserving of study 
as all those experiments are, I confined myself to the labour 
as opposed to the industrial side of the movement, for the one 
is the foundation of the other, and at present tire simpler forms 
have more to teach India than the more developed. 


178. Though the movement is 40 years old, it is only 20 
years since it began to take root. .-Vt the 
neopnic-t. 1920 there Avere about 2,500 societies, 

of which nearly belonged to tlie Socialist organization. Since 
the war growth has been oxteinoly rapid, and the root cause of 
this is said to be the desire for independence, which is a profound 
and widespread effect of the war. Another and more obvious 
cause is the lavisJi assistance given by Government througJi the 
National Institute of Credit. Government has been quick to 
realize that there is no better sedative for industrial ferment 
than the Labour Society. Seventy-five per cent, of the members 


* Mr, Hodijes before tlio Uoyal Commlssiou on April 25thj 1919. 

® Nejfotiations arc new on foot for the transfer of the arsenals at Naples and Venioe (no 
longer required) to tte Co-operat ive Union of Metal Workers which proposes to covert them into 
Iftctories for making agricnUaral machinery — La Cooperaziom Italianay 3rd June 1931. It 
would be a happy omen if through Co-operation the sword is finally beaten into a ploughshare. 
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of the latter are urban, and for the most part only labourers and 
wage-earners are admitted. But as societies grow and their func- 
tions become more complex, Labour finds itself loss and loss able 
to dispense with the education and capacity of the intelligenzia, and 
thei'e is consequently a ttmdency to widen the conditions of mem- 
bership, and for ‘ manual ’ labour to seek alliance with ‘ intellec- 
tual, ’ for the hand in fact to call in the assistance of the brain. 

179. Difficulties have turned principally upon funds, 
niflicuitiM. management and discipline. On these three 

(“) points thert; is not much to add to what has 

already been said in connexion with ooUoelivist farms, wJiicIi in 
broad outline the Labour society resembles. The National 
Institute is now as essential a factor in the progress of the one 
as it is in that of the other. In the six years ending with 1919 
it financed works to the value of 3(?(1 million lire. With few ox- 
eeptions only oontraets with public bodies are financed, as the solo 
security for loans is the payment order for work done. By agreement 
W'ith the society these payinent orders are made out in favour of tho 
Institute instead of tlie society. The Institute can then cash them 
and repay itself from the proceeds, in anticipation of the issinn of a 
payment order it avill advauco up to voibs of the amount certified 
as duo to the society. The first loan of all, however, lias to be 
made on no better security than tho moral guarantee of the 
member.-. But no advance will be made until pr.)joot and 
estimates have been carefully cheeked by a member of the bank’s 
enginooring staff, who satislies himsidf that, tiie work is sound 
and likely to be properly executed. Eiirtber, so far as an initial 
loan is required for sup})lies, viz., implements, machinery and 
the like, the money is not handed over to tlie society but is 
retained by the bank which pays the bills direct. As yet there 
has been no loss, atrd as nearly all work is cxeeuted for 
Government or local bodies, the payment order system is both 
simple and effective. By many, if not by most, State aid in 
one form or another is cou.sidered essential. But it should 
generally be possible for a new society to start with small 
contracts which can be financed by local effort. Tho two 
societies sliortly to be described are instances of this, and it may 
bo confidently stated that, if work is well done from the .start, a 
society will prosper. 


Management has been a source of greater difficulty than 
^ ' finance, especially in the South. Too often 

the wrong type or manager has been engaged 
and then insufficiently controlled. As everywliere else, the 
war has temporarily slackened ‘morale’ and dishonesty has 
increased. Not infrequently societies have fallen into the bauds 
of contractors who, having lost their work through these societies. 


N 
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have obtained employment as their managers, a position they 
then proceeded to abuse. The only remedy for this is- 
careful selection at the outset combined with regular control. 
The Catholics claim to have a monthly audit but few Socialist 
societies have hitherto had any audit at all. The collectivist 
farms are in the same case, but in- Ravenna at least, general 
meetings are frequent and members are said to scent out an 
irregularity at once. In a Labour society the regular hours 
of work make it difficult to get members together more than 
once or at most twice a year. It is all the more surj^rising 
.therefore that so many societies succeed. As often as not, 
it is duo to a manager who is himself a Isoourcr, and it sjieaks 
much for the capacity latent in ‘ the masses ’ that so many 
societies have found their managers amongst tlieir members. 

In regard to discipline, the tie with Trade Unionism is, if 
possible, closer than in tlie co-operative 


(c) Discipline. 


farm. In both, -wages and hours of labour 
are fixed by the Labour Exchange,* Avhich is a joint organization 
of all tba local Trade Unions, each of which is reiiresentod on the 
committee. Once a year, after consultation with the employers’ 
associations, a schedule of wages is drawn up for each class of 
labour. The disadvantage of this system is that it demands a high 
standard of discipline to keep men up to the level of their Wiige, 
and discipline is more difficult to enforce in a co-operative society 
than under an ordinary employer. On joining a society a 
man is apt to look upon himself as a ‘padrone’ — 
as master instead of servant and, as some one said, 
he is no longer kept in his place by the stick. Accordingly, 
though technically a Labour society is as efficient as any other 
form of organization, its output of work is probably less. This, 
however, is a small price for the community to pay for the 
greater freedom and contentment of the wage earner ; and in 
the long run, by improving conditions of work and by reducing 
strikes. Co-operation may even increase production. Meanwhile 
it would perhaps be an improvement, if societies adopted the 
rule in force in a co-operative glas.s works visited near Venice, 
and obliged Applicants for membersliip to serve a probationary 
period, much as approntioes did in the mediasval guild. 

180. Labour societies must not be confused with either 
the medisoval or the modern guild. Of the 
two the latter is more akin, hut there is a 
wide difference, as at present the newly - 
formed English Building Guilds supply nothing but their labour. 


Tile Modem and tLe 
MedirovBl (iuild compared. 


Implements, materials and even money for 


wages 


have so far 


K smera del Lavoro. 
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been provided by Government. ^ If, however, they succeed they 
will probabJy develop into co-operative Labour societies, as their 
aims are fundamentally the samo.^ On the other hand the 
mediaeval guild bears only the most distant resemblance, as it 
undertook neither trade nor craft, but merely prescribed rules to 
secure a monopoly of Avork for its members and a proper level 
of efficiency for the community.* The Labour society also aims 
at monopoly, and this is its greatest danger, for few can work 
their best without the stimulus of competition. 

181. The rest of this chapter Avill deal with the district of 
„ . , Bavenna which has already been described. 

The Labour society there is as strongly 
develoj)ed as the co-operative farm. In the town alone there 
are a dozen or more societies and the contractor has now been 
entirely eliminated. The last survivor was bought out a year 
ago. In the whole district there are 75 societies, all with 
limited liability.* Membership varies from 9 to over 3,000, 
but not more than a score have over 100, while more than half 
have less than 50 members. A society indeed may be as large 
or as small as is desired. ‘ Braccianti ’ or navvy societies pre- 
ponderate, and 90 per cent, of this class of labour are now co- 
operators. Other categories are : — 


Cement As’orkers and masons. 
Joiners and carpenters. 
Varnishers and whitewashers. 
Stone and marble masons. 
Glass Avorkers. 


Metal workers. 

Porters. 

Dockers. 

Sailors. 

Carters. 


Borage packers. 

Every society is affiliated to the Socialist or to tlie Be- 
publican Union at Kavenna. The former is not only responsible 
for organization, guidance and control, but also undertakes con- 
tracts like any other Labour society. In 1919, for instance, it 
executed AAork to the value of £60,000.® Its activities have 
extended as far afield as Sicily and Calabria, Adhere it helped to 
rebuild the towns shattered by the earthquake Avhich destroyed 
M essina. The Union was brought in to ‘ down ’ the extortionate 
Southern contractors, as there was no local society to do this. 

' lu future the Co-operative Wholesale and Insurance Societies will probably make Govern- 
ment aesistance much Icsa necesBar}*. 

* So far only a dozen contracts have been made, hut the movement is already spreading to 
the packing-case and furniture industries — The Mconomisi, 2nd July 1921. See also an article 
in The Fenturer for October 1920. 

* Staley, Ouild$ of Florence. 

* Paragraph 170. 

» Not all are pure production societies. Some, perhaps 26 xiercenfc., merely allot work like 
the Tailcrs society described in paragraph 113 (<f). 

^ Five million lire. 
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Difficulties at first were almost insuperable. The local navvy was 
neither intelligent nor honest. The contractors, too, declared 
war. They put it about that men from Ravenna had come to 
take the bread out o£ Sicilian mouths and were going to be 
paid a higher wage as well. Thanks, liowever, to the helj) of the 
local Socialists a society was eventually formed under a reliable 
manager from the North. Happily a substantial profit was made 
and at the end of the year, to create a good impression, ‘ it was 
decided to distribute half of it as dividend. At first the Sicilian 
could not understand what was meant. Surely the soeiety would 
keep the profit as had always been done before. After mueh explan- 
ation he understood, and with that the contractors were beaten. 

182. The largest Labour society in Ravenna and the oldest 
, , , c. . . in Ttalv is the ‘ General Association of 

A Labov-ers Society. it, i tj. i 

Braccianti,’ or manual Labourers.'^ It has 
the further distinction of having been the first- society in the 
country to undertake co-operative farming. Pounded 10 years 
ago with 300 journeyman labourers of the type d.escrihed in the 
last chapter, it now has 3,700 members, all inhabitants of Ravenna 
and its ntighbourliood, and e.xcept for its size it is typical of the 
many ‘ Rracoianti ’ societies in the district. Its object was to 
eliminate the contractor by taking contracts itself — no easy 
matter, as in those days all public coatracts were auctioned.’^ 
The society found itself repeatedly outbidden by tlic contractor 
speculator, who would then tempt the host labourer.s away by 
high wages. long struggle followed and it is such straggles that 
test a society’s mettle. For some time work was confined to roads, 
embankments and terraces ; but eventually buihliug contracts 
were olRained, and work that could not be done by a navvy was 
given out to societies of carpenters, joiners and masons. In 
1919, 22 works were under construotiou, including an overhead 
railway bridgQ for the station at Ravenna, and the total value 
of the work executed during the year was £ 15,000. 

In 1886, to provide more work for its members, co-opera- 
tive farming was started and now 2,250 
in-l"' acres are cultivated. Of this, 1,500 acres 

are actually owned and as much as 
;;^100,OOC® was paid for tho largest property acquired, an estate 
of 1,000 acres, ■ Tlie first year pure collectivism was tried, but 
proving a failure individual holdings were allowed. This led 
to exploitation of the land, and finally the modified form of 

'Except in sso far as he does field labour the ‘bracciante ’ U simply a navvy. 

*Now private treaty is allowed as with leases to co-operative farms. 

'* Two and a half raillion lire, conveited at par, as in 1918, when the land was bought, ex* 
change bad not been much affect^. 
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collectivism described in the last chapter^ was applied with good 
result. 

Unquestionably the society’s greatest achievement is the 
reclamation work done in the Campagna 
(*) Reclamation of the round E.ome and at the mouth of the Tiber, 
.atnpsgtm. Started in 1882 it was not completed till 

1905 when a large tract of land was finally drained and coloniz- 
ed. No work could have taxed endurance more. The Cam- 
pagua was then a death trap and its swamps a by- word. Eever 
raged, and first and last 400 died. But the work was done and, 
thanks to the Braecianti of Bavenna and to others, Rome, 
once the unhoalthiest capital in Europe, b .-carao one of the 
healthiest. 

With tAvo exceptions, management and control are eutirely 
in the hands of the labourers themselves, 
(c) Maiiagemei t fi n <1 Quc oxccptiou is tlxc graduate in agricul- 
iDorttie ctt. looks after the far ns, and the 

other is the general secretary Avho Avas one of the founders of 
the society. The son of a miller and i\oav meinher of parlia- 
ment, he was the first tu seo the possibilities of Co-operation in 
Bavenna and no one has done more for its development.- 
Every village rcund Ravenna is represented on the society’s 
committee, Avhich works Avithout payment. Paid officials attend 
its mootings but may not vote. Capital Avas raisi^d at the start 
by 8 shilling shares and ‘ a loan of Grace, ’ to Avliich sympathi- 
zers contributed 10 lire each. For ten or twelvo years no profit 
was distributed and uoav there is a common good fund of nearly 
£2,000 from AA'hich 100 members avIio arc too old to Avork arc 
given 25 lire a month. A point to notice is that tin' society Avas 
started before there aa'Os any Trade Union in Ravenna, Avhich 
shows that, where need is great and feeling good, the Trade 
Union is not indispensable. Expulsion has been rare but lias 
occasionally been applied to punish malingering and immorality. 
Ou one occasion a member who had stolen firewood saved him- 
self from expulsion by returning it. He AA'^as suspended for 
six months instead. For India, the most encouraging feature 
of this remarkable society is tliat at first 80 per cent, of its 
members could neitlier read nor write. A member who joined 
in 1887 said it was impossible to conceive the diifercnce betAveen 
now and then. Illiterate ‘ Braecianti ’ Avould come hat in 
hand to the society’s tiny office and a.sk for orders, and were sur- 
prised beyond measure to find things discussed with them instead. 
The educational effect of this, he said, had been profound. 

'Paragrapli 171. 

''His name lathe Hou’ble S. Buldiui, 

k; 
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183. The special interest of the ‘Braccianti’ society is 
, . . „ , that it shows how Co-operation can be 

Cement wirkers. applied to a class 01 labour wluch IS common 

(o) Mcmborthip and tlirouffliout India. Of its application to 
more skilled labour it 
to find a better example than the Socialist 
and Cement-workers at Bavenna. There are 
these societies to bo found in the district, 
nearly 20 years ago with only .32 members, 
in spite of a split Avhich took place in 1912, 
publicans left in a body to found a rival society, 


would be difficult 
society of Masons 
about a score of 
This one started 
Now it has 402 
when the Be- 
which charac- 
teristically occupies premises in the same street. Only masons 
and cement-workers living in or near Bavenna are admitted. 
No outside work may be taken, so that the society is a member’s 
sole means of livelihood. It is in fact a pure Production society 
like the German cabinet-makers society described in Chapter 9, 
differing from it, however, in size as mountain from mole-hill, 
and also far more truly co-operative. ^ Though the society has 
gained position and comparative wealth, membership can be 
acquired for a few shillings which can bo paid at the rate of 
Bd. a month. “ Share payments provided nearly .all the money 
that was required at first, as dealers sup])r’ed wliatevei* was 
needed on credit, and as soon as Avork started payment orders 
could be pledged. As is so often the case i.n Co-operation small 
beginnings have produced great results. A chemical manure 
factory is now being built for the district co-operativo Supply 
society at a cost of £70,000, and a palatial municipal market for 
£60,0*00. In 1919 work to the value of £i0,000 was dou(3, and 
last Avinter the weekly Avago bill aaus £600. The .society is run 
almost entirely by the members themselves. Power rests chiefly 
AA'ith the tAVo general managers, one a ma.son and the other a 
cement-Avorker, hut the committee is also important and meets two 
or three times a month. Absentees have to giv^e their reasons in 
writing, and those who are ten minutes late arc sconced a flask of 
wine. Each mem’her takes it in turn to supervise the work of the 
society for a Aveek. For this only bare expenses are paid. 

The chief object in forming the society was to oust the 
contractor, who not only pocketed the profit 
hut employed the able-bodied and left the 
weak to fend for themselves. This he was able to do as 
unemployment was rife As we have seen, it is the property 
of Co-operation to protect the weak against the strong, and 
when applied to production it seeks to give every one a fair 
share of all a vailable work. ^ This is still impor tant as even 

^ Paragraphs 114 and 115. 

^ Members in arrears witn any payment arc not allovred t > rote at a gm3*al meitting. A 
good rule where it can be enforced. 

* Paragraph 118 (d). 


(^) Conditions of Labour. 
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BOW work is often short. When this happens members take it 
in turn to work. In summer a man is entitled to be employed 
for two months at a stretch, but in the three winter months this 
is reduced, if necessary, to a fortnight. In these montlis, too, 
only seven hours a day are worked instead of eight. A member 
told me that he used to have to work ten hours a day at 21 
centisimi or less than a farthing an hour. Now ho gets a 
minimum of 3‘28 lire which, measured in money, is 15 times 
as much. A comparison of tlie society's rates for 1915 and 1921 
shows that wages have increased eightfold.^ As prices are 
only four or five times as high as they were, the workman in 
this society is much better olf than he was before the war. For 
men there are a dozen different grades of pay, and two more 
for those Avho are not up to the mark. Classification is done 
once a year by the committee assisted by specially selected 
members. Members are divided into squads, each under a 
foreman who is responsilde for all implements and materials 
used, for the correctness of the pay sheet and for general dis- 
cipline. Time, not piece work, is the rule, as the latter is 
considered to savour of ‘ sfruttamento’.'^ Differentiation between 
good and bad work is therefore diffifmlt. No one may 
work overtime or on Sundays, a rule, however, whicli is 
applied Avith indulgence. No holidays aro given on full 
pay, iior, for fear of shirking, are Avages paid during illness, 
hut men Avho are partially incapacitated are given light 
work. Members, too, are insured, and tliero is a provident 
fund for the aged and the infirm. For instance, a member AAdio 
is blind is uoav getting 15 lire a mouth. To encourage 
corporate feeling, when a member dies, the funeral is attended 
by the society in state Avitli its banner, a rod flag embroidered 
Avith the symbols of the craft. 

Discipline is maintained in the usual way. If a man re- 
. fuses to do a bit of AAmrk, or gets drunk and 

c iscip me. disorderly, or if there is a fracas Avith sticks 

or a customer is abused, the offender will be fined or have his 
waires reduced, or he may be temporarily suspended.® Only in 
extreme cases will he he expelled. But on the Avhole the need 
for work keeps a man soberly to liis tools, especially as behind 
the society is the autocratic figure of the Trade Union. All 


ISIS. ism. 

' let category ••• ... ... 0’66 lire 3*97 lire 

2nd „ ... ... ... 0 48 „ 872 „ 

3rd „ ... ... ... 0 86 „ 3*41 „ 

Each category containa 4 grades : the Hgares g'i?en are averages. For Geriiiauy c/. para* 
.graph 115 Jc), 

• A word generally used by the Socialist in apt iking of one mai or class exploiting 
.another. 

** Chatter (sohiamazzo) and ezeesaive drinking and smoking are forbidden by rule. 
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members must belong to the union, and so identical are the 
two in interest that expulsion from the latter automatically 
involves expulsion from the society.^ 

184. After eliminating the contractor it is an important 

^ Tbe Tie with Trade objcct of the Labouf sooietv to obtain a 
TTnionisro. luonopoly of tlic labour of its craft or in- 

dustry, in order, firstly, to prevent competition between its 
members and, secondly, to secure a fair distribution of work be- 
tween weak and strong. Matiirially the more efficient workmen 
have more to lose than to gain by joining a society, and unless 
they are men of generous instinct they will prefer to fend for 
themselves outside. It is then that many societies are tempted 
to apply illegitimate pressure to bring them in. In one society 
I visited it was admitted that the boycott had been used for 
the purpose, and that the Tratle Union had lielpod the society 
by refusing work to those who would not join it. Last year 
four or five men had been forc(;d in this way to come in. So- 
cieties that do this are little more than the sljadows of their 
Trade Union, and it is a .serious defect of the Labour society 
that, being so clo.sely allied to Trade Unionism, it is apt to care 
more for monopoly than for efficiency, and for wages than for 
work. Viewed in this light the possibility of a rift between 
Trade Unionism and Co-operation, to which reference has 
already been made,® is not necessarily a matter for regret. 

185. If the tie with IVadc Unionism has been stressed 

, , both in this chav)ter and the last,® it is be- 

Application 10 I luliB. .| , ,l i.i 

cause it IS at oiieo the strength and the 
weaknes.s of the Production society in Italy ; and if it is sought 
to introduce the latter into India, some substitute will have to 
be found to take its place. At present it would .seem very doubtful 
whether this form of society could be applied to any class of Indian 
labour. At the same t’'me the contractor makes as large a profit 
in India as in Italy. Moreover, now that there is so much talk 
of the industrial development of India, it is of the highest import- 
ance that the desolating evils of the industrial system in Europe 
should be avoided. If things take their natural course?, they are 
likely to be repeated witfi all the aggravation that a hot climate 
and a lew standard of education are capable of producing. The 
most earnest attention should, therefore, be devoted to any move- 
ment like Co-operation which sees in the welfare of the worker 
more true wealth than any increase however great'in the mater- 
ial wealth of the country. 

' Shares are not returned in the event of expulsion, nor even on withdrawal unless due t 3 
change of residence or profession. 

* Paragraph 176 (c). 

® Paragraph I74( (i). 

* A Labour societjr has recently (1921) been started in Broach (Bombay Presidency^. 
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Conclusion — The Co-operative Spirit. 

186. In this concluding paragraph I desire to strike a single 
note. Co-operation, of which so much has been said, is some- 
thing more tiian a system. It is a spirit, an attitude of heart 
and mind, never more needed than it is to-day. ‘ The conquests 
of the secrets of nature ’ says a recent writer speaking ■ of the 
present condition of the world,' ‘ is child’s play in comparison 
with the overcoming of the difficulties of liuman co-operation.’ 
Yet, as in the hour of need men turn instinctively to religion, 
so now in the hour of economic need men are turning more 
and more to Co-operation, for Co-operation is religion applied 
to business. It is not that business is immoral, hut that 
the Capitalist or profit-seeking system which prevails is 
dominated by the fundamental law of its being, tJiat the masi- 
mum profit and nothing but the maximum profit must bo earned. 
No system has ever been more efficient for production or more 
unequal for distribution. By its very nature it is unable to 
protect the weak against the strong, the many against the 
few or the community against the inevitable strife of Labour 
and Capital. On the other iiancl it is of the very essence of 
Co-operation to strengthen the weak, protect tlie community 
ard give fair play to all. Great the task, but fair the prue. 
To gain it one thing is indispensable. Societies innumerable 
may be founded, vast enterprizos may be undertaken, but if the 
co-operative spirit is lacking, ultimately all will be ‘ as sounding 
brass or a tinkling cvmbal.’ 

Again and again in tlxis repori^ we liave seen that effort has 
failed, or success has vanislied, or an operation has not been 
attemixted, for lack of the loyalty, good fellowsJiip and corpo- 
rate feeling so well expressed in tlie old plirase * each for all and 
all for each’, Avhich is the very embouimiuit of the co-operative 
spirit. How then can this spii'it be sained ? ‘ The wind bloweth 

where it listeth,’ yet even the wind, •'as sail and windmill sliow, 
can bo made to serve human need. Both in Germany and in 
Italy the greatest stress is laid upon teaching and training. In 
Germany, as we have seen no one is allowed to Avork amongst co- 
operative societies, until he lias mastered both the principles and 
the practice of Co-operation and in both countries, more and 
more effort is being made to ground the leading members and 
officials of the societies themselves, not only in their duties but 
also in the aims and objects of the movement. In India with 
her 47,000 societies and her host of illiterate co-operators the 
task is infinitely greater. But India Itas two advantages. In 

^ In the Manoheater Guardian^ 

■ See the liiBny references in the Index under Co-operative Spirit, 

* See paragraph 33 (a). 
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each province every type of society, whether of town Or country, 
producer or consumer, is united in a single organization.^ There 
could he no better medium for the co-operative spirit. The 
second advantage is less obvious though almost as important. 
The best way to imbue simple men with the co-operative spirit 
is to bring them together to discuss their common needs. In 
India for the most part villages are so small and compact, that 
general meetings can be held much more easily than in most 
parts of Europe ; and it is significant that alike in Germany, 
Italy and Ireland, wherever general meetings were found to be 
well attended, the society was always good. This too has 
invariably been my experience in the Punjab.^ 

But teaching, training and general meetings are not in 
themselves enough. Leaders must bo found and they must be 
genuine co-operators. In Co-operation personality is everything, 
for like all spiritiml forces it demands the whole man. Brains, 
learning and experience are not suificiont. Tliere must also be 
an ardent desire to help the individual and to serve the com- 
munity, to fight to the death what a great writer has called ‘ the 
devilish doctrine of every man for himself.’^ In the three 
countries I visited nothing impressed mo more than the character 
of tlie men at the head of the movement — men essentially practical 
yet inspired Ijy an ideal, as broad in sympathy as in outlook, 
understanding their work thoroughly and performing it devot- 
edly, and withal enthusiastic and capable. These are the true 
guardians of the co-operative spirit and in no country will Co- 
operation be strong until it has drawn such men to its service. 

*Ser ])4ragrapli 27. 

-One uf the gn atest '^angers whu’h threatens successful eu^erprize is the tendency to hoUl 
ironorni iiiectiiiga as infrequently as possible and for thoiu to ho very badly Rttended ’—Smith 
Gordon, Co-operafion in Manp Lands, volnnic T, imgo 1«)2. 

♦A, E, (George Kuseoll), T ,\'2 National Biing, page 12C. 
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Appendix — Miscellaneous Points, 

A few loose threads may conveniently be gathered up 
here : — 

Under German law 10 per cent, of net profit must be ca tried 
to reserve, hut nearly every society visited 
(a) Reserve. more supplementary reserves. In 

Raiffeisen village banks all profit remaining over, after the neces- 
sary allocation has been made to the statutory reserve, is vested 
in a fund called ‘ The Foundation Fund.’ This is maintained 
partly as a second lino of defence against loss, partly 
to make the society financially independent and |)artly to 
create a common good fund for the benefit of ihe members. 
Otlier village banks have a supplementary reserve to prevent the 
balance sheet showing a loss, for by wise provision tlie statutory 
reserve can only be drawn upon to make good a loss shown in 
the ae nual balance sheet. The effect of this is that any loss 
affecting the statutory reserve is automatically brought to the 
notice of every member of the .society. Many trading societies 
have a third fund for had debts, and often carry all tlieir profit to 
reserve for the first 5 or 10 years, fii these soeiel ios, too, there is 
almost ahvfiys tv latent reserve due to prciuises, plant, juachinery 
and stock being written down in the balance slieet tar below 
their actual value. This practice I found to be eominon 
alike in Germany, Italy and Ireland. A good example or it 
is a vine-growers society on the Mo.sellc wlvich, owning a line 
wine cellar <’(jiiipped with expensive machinery and 120 casks 
worth 1.000 marks each, had entered the whole in its balance 
sheet at S marks. This is eliaracteiistic of aU the vine-growers 
societies I saw, and is due to a rule preserilied by the local 
Ilaiffeisen Union that o ) per cent, of the profit must bo applied 
to writing down plant and machinery till tlieir whole cost has 
been discharged. In llavaria much the same principle is a])plied, 
and one of the granary societies I saw had valued its costly 
four storeyed elevator at 1 mark and its 12,000 sacks, worth 
probably 6 marks each, at the .same figure. This pi’actice has 
two advantages. Ifirstly, a large latent re.serve is built up winch 
may he invaluable in time of need. Secondly, if a substantial 
profit is earned, it conceals the fact from members whose 
cupidity might otherwise be excited. Throughout Germany the 
greatest importance is attached to reserve, and two good instances 
of its value are given in Chapter 9.^ It is universally agreed 
that it cannot be built up too fast, and though it may easily be 
too small, it cannot be too large. It is mainly owing to this 


’Phragraphs 118 (^) and 116 (d)* 
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policy that societies have been able to meet their heavy loss upon 
war loan stock. ^ 


It only remains to add that societies are allowed to employ 
their reserves as they please. In tho Punjab this right is subject 
to restriction, as a Teser^ e is not only required to guard against 
loss but also to provide cash in an emergency. In Germany the 
more developed banking system makes this unnecessary. 

In Germany every member has the right of withdrawal 
. ... from his society subject to notice, Avhich 

drawai. Under law may not exceed 2 years. In 

Italy the right is only conceded if a society 
decides (1) to amalgamate Avith another society, (2) ^o increase 
its share capital or (3) to change its objects. The right, too, 
has to be exercised Avithin a limited period, which is only 24 
hours if the member concerned Avas present at the general meet- 
ing sanctioning the eliauge. Apart from this, withdraAVal is 
only allowed with tlio sanction of tho coramitte'o. 

The German point of view is that a co-operative society is 
a A'oluntary associatiojn and that people Avould bo less eager to 
join if they had to remain memhors against their Avill. At the 
same time, in the ease of societies nndertaking heavy liabilities, 
eg., Granaries, Creameries, House-building csocietie.s, etc., the 
practical disadvantage of the right is admitted, and a foAV 
societies, though co-operative in aim ar.d spirit, are registering 
themselves under tlie ordinary Company laAV in order to avoid 
the risk of a sudilen AvUhdraAA'al by a number of their members. 
The danger can minimised by prescribing the maximum 
period of two years for notice of withdraAval 


In Italy, liability (if not unlimited) is limited under laAA^ to 
, . the value of the share AA'hich must not 

c nmitc .iniij, cxc< ed 100 lire (25 sJlillings). la Germany, 

as in the Punjab, Hie extent of unpaid liability is (mtirely at 
the discretion of each society ; but unlike the Punjab a second 
share cannot be bought till the first is fully paid, and any 
farther purchase is subject to a similar proviso in regard to the 
last siiare acquired. This is a useful jirecaution and should, I 
think, he adopted in India to prevent the possibility of finance 
being based upon what might otherwise only be paper liability.*^ 

In Germany the acceptance of deposits by non-eredit 
/I, V- /. 1 , c societies is discouraged. In Raiffeisen so* 

ana Depisiu. cxeties it is forbidden, and in those affiliated 

to the Imperial Federation it is said to be 


totiodnctloQ paragraph 8. 

• Cf. Paragraphs 17 (a) and 39 (ft). 
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-exceptional. The reason for this is that only thanking societies 
are thought to hive the neressary experience for dealing with 
deposits. In India I would only allow trading societies to- 
accept them from their members. 

In every respect bat one the Indian (;o-op<n’ativo credit 
system may iie said to be modelled upon 

*'**'^* Supwvi- German. The except: ion is the Board 

of Supervision. This board or council is 
now a feature of nearly every co-operative credit system in 
Europe.^ Special pains were therefore taken to ^sceitain 

how it worked. In Germany it exists in every form of 
co-operative society, and it is entrusted, on behalf of the 
general body of members, with, the supervisioa and control 
of the executive committee. Expert opinion is agreed that it 
senses a useful purpose.® In very small societies it is probably 
superfluous, but in tlie ordinary society -vrliieh consists of from 
50 to 150 members, it means more expc-rionce in eo\iucil, better 
-n-ork by tlie committee and at the same time less responsibility 
for them. The hoard’s chief duty is to satisfy itself (hat the 
annual lialance sheet and general accounts are correct, and for 
this purpose some kind of audit must be done. In a t:ading 
society slock has to he carefully checked and valued, and in a 
credit society the position of all debtors and their .sureties is 
reviewed. Tii .addition, during the courses of the y(!ar definite 
duties have to he discharged whicli vary with tlie class of 
society. In many house-lniilding societies the more important 
questions have to be determined by the comrnittoo and board 
sitting together. In urban hanks credit transactions usually 
require the approval of the board or of a suli-committee of its 
members, and Mr. Wolff goes so far as to say that everything 
hinges upon the way it performs its duties, ® In the tailors society 
described in paragraph 113 the heavy loss incurred was partly 
due to insufficient control by the board of supervision. Individual 
boards naturally vary in efficiency. In Bavaria and in the 
Raiffeisen societies of the Rhineland 25 to 30 per cent, are said 
to be first rate, and in the latter area, thanks to constant training, 
only 15 or 20 per cent, are had. In Bavaria the proportion of 
useless boards is twice as high. 

In Italy every society is legally bound to have a body of 
three ‘ Sindaci ’ or Syndics (with two deputies) who have almost 

‘ Wolff, Co-operation in India^ page 169. 

• The able aiitbors of Oo-operaiton in Many Lands (pago 167), quoting the acknowledged 
authority of tbo late Profesaor Wygodainski, ore not very favonrablo to the Board of Super- 
vinioD. It sltoald therefore be etaM that most of the secretaries and members of committee 
whom I consulted, men who have to work under its .supervision, were decidedly in its 
favour. . 

» Wolff’s, people’s Banks. 
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exactly the same functions as the corresponding board in 
Germany. In this connexion it is interesting to recall 
that a mediaeval cloth (Calimala) guild of Florence used to^ 
’aj)j>oint three ‘ Sindacatori ’ to check tin; guild accounts and bring 
all irregularities to light. ^ Nearly all the authorities I consulted 
were agreed that the modern Syndics arc not of much value. In 
the rural societies it seems to he difficult to find practical men Avith 
sufficient business capacity for the i)ost. But even 'in the well 
equipped People’s Banks it is a question Avhetlier they are an 
advantage. One reason, probably, Avhy the system works better 
in Germany than in Italy is that in the former external control 
is closer and every one works correspondingly better. “ 

Tlie positional! both countries lias been described at length, 
in order that those concerned may he in a better position to judge 
how' far, if at all, the board of stipenision should lx; introduced 
into India. In the ordinary small village hank it is neither 
possible nor neet'ssary. It is usually difiicult enough to staff the 
committee. It might, however, be of A-alue in the central bank 
provided it Avere combined Avitli a iniall numaging committee. 
It is a grave defect of central banka in the Punjab tli<i4r*so many 
have oilicial presidents. A iToqliicnt reason for tJiis is jiersonal 
rivalry. This might sometimes he adjusted by making one 
aspirant to office president of the committ(!e and the other 
president of the hoard. , In urban hanks, too, and in the larger 
trading societies the experiment of having aboard should, I think, 
he made, for AA'here good men aro available German ^perience 
is empliatically in favour of the system. ' 

The final point to be mentioned is a system in force in 

n-,. « 1 , . , Germany, adopted from Austria and SAvitzer- 

Cheque System. land, uv wliicli auy individual, firra or asso- 

ciaition can, under certain conditions, 
transmit money Avithout limit of amount to any part of Germany 
for 10 jifennigs, noAv Avortli less than 1/lOth of a penny. All 
that is necessary is to open an accoimt at a jiostal cheque office of 
which there are 13 in Germany. This can be done by making a 
permanent deposit of 25 marks. The account once opened can 
he operated through any post office in the country. Thus, “ if A 
at Coblenz pays in 1,000 marks at his -local post office for payment 
to B in Jena, Avho keeps his postal-cheque office at Berlin, the 
post office’at Coblenz sends the payment card (by. which the 
payment is made) to Berlin. Berlin places 1,000 marks to the 
credit of B and informs him by sending him a counterfoil of the 

^ Staley, Guild$ of Florene§, ' B 

» Italian iocictles have also three ' Probi Viri ' or arbitrators to settle dispotea but they are 
little ;Used* 
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payment card. The latter also records anything else M'hieh the 
person making the payment wishes to say and so spares him the 
trouble of a separate communication. Moreover, whoever has an 
account Can 0 ])erate it hy cheque, provided he does not draw 
more than ii0,000 marks at once. On each cheque the only 
.charge is 1 pfennig for every 100 mai’ks drawn. Every client 
receives on the following morning, post free, an extract of all 
entries which have been made in liis account the day before. 
In this way he always knows how his account stands. In May 
1918 the number of people w'ith accounts was 205,000 and their 
deposits amounted to 765 million marks. Tliis shows its value, 
foa vast country like India, where hanking is so imperfectly 
developed, a system of this kind would he invaluable, and in 
making money more fluid it w(OTd bo of the greatest advantage 
to co-oj)erativo societfcos, tp whom the transfer^of money is often 
a matter of considerable ^fiicjilty. . If Government is prepared 
to consider its introduction, further’ details can be supplied. 
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l.alxjur societies, 179. 

Lhniiea, 20-30, ISS. 

Tmdi ng societies, 64, 87, 1'47. 
i;nlimitca 20-30, 78, S7, 00, IGl. 

Liquidation, 1 (note). 3, 00. 109. 120 (note). 

^ Lira, value of, i, 1. 

I.oaiis by — 

Central banks, 52-3, 55, 50. 

M<jrtgagc banks, 04-C, 100-01. 

1S]M cific banks, 22, 142. 
l-rbaii l)!inks, 1 3?, 1.31-35, LkS. 

Village banks. 20, 33, 
and under credit, rt<'curit y aiul renewal. 
oV H«>n<iur, 131-35. 

<o L»)ea.I Hodies, 1 01.. 
j.ocal ag nis (Cinnany), 83, 00-7, 142. 

J.o.!nbardy, 1<>, 150-57, 103i. 

Lossi'fl, 7 . 4 , 75 , 82, 00, 1(.)0, l(.0-Ki, 112, IIC, 124, 150 (note), 153. aiul Under W.c: Loan, 
Lolit ries, 28. 

Lo} alty, 71, 7!-. 127, l85. 

Lu/,/atti, iii, 3, IJ. 13, 128, 130. J39. 

M. 

Mjicldrn.s, 23, lO k, ‘08, lOO, 164, 173. 

Mariugan CMrnnittee, 55, 79 (^nete). 
an Mgers — 

Hanks, 50, 137. 

Farm suciclies, 100, 170. 

Labour socielUs, 177-78. 

SiK.ciMc sdeiil.ics, 89, 148, 181-82. 
iStorc soi’ietu’s, 14.5-40. 161. 

Trading societies, 09, 71, 74, 77, 80, 82, 114. 

Ulunures, 3, 10, 04-05, St.?, 85, 150, 102. 

Mark, value of, i, 1. 

Market gard< ners st.'eief v (tiennany), 73. 

Masons society (Uavciwia), 182 et sefj. 

Maxinuuii loans, 20-27, 94, 134 (note), 138, and under credit. 

Mcnibcrsliii), Craftsmen soi;ietica, 109. 

Elect rlcity societies, 100-07. 

Farm socieli<‘s, 105, 173. 

(.ieriuuii societies, 5. 

Labour siicictics, 176, 179. 

Mortgage banks, 93, 100. 
l*eo]»lo^8 banks, 129-30, 133, 

Store societies, 146, 140. 

Supply societies, 64. 

Village banks (Germany), 18, 28, 31, 32, 

Village banks (Funjab), 19 (noto), 28, 

Vine-growers st»c.ictiea, 91. % 
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Metayer systein, 150. 

Mlddleiuan, 68, 72, 85-80, 156-57, 1G2, 164 
MUk Societies. 86 et seq. 

Milan, 11, 68, 128, UU, 150. 

Milan’ People’s Hank, 12S, 130, 

Money-lenders, lOil-O'.! and see usury. 

Mortgage bonds, 97-09. 

security, 7, 23-21,, 33, 62, 1.35, 142. 

Mmiicb, 1 (note), 86, 119. 

Itousc-buildirig Society, 119, 127. 

N. 

Nationnl Association (Hr. me), 12, 19 (note). 

Institute, of Credit, 5S 150, 169, 176-77. 

T^engue (Milan), 49 (note). 

Navvies {Italy) — Se^ lalanu’er. 

Non-meiiibeis. dealings wit h. Cm rniany, 65, 67, 70, 74, 82, 84, S7, 110-12, 115, 127, MO, 142. 
Ireland, 149. 

Italy, 136, M.C-4S, 161. 


Kovara, 10, 133. 

Pooido’s Ha.?dv, 128-29, 130-31, et seq. 

O. 

Otiicial control, 3S; 41-2, 46 62, 1 0(1. 

Organization — see audit unir»ns, federations and official control 
Owned ca])ital, ]>ropor(ion to borrowed, in — - 
Centriil baiiks, 51, 

CoimiK'Veial banks, 64. 

Craftsmen societies. 111, 

Kloctricdty societies, 105. 

Iloiise-biiilJing societies, 124. 

Stores (Italy), 15<t. 

Supiily and salt, societies, 64, 

Urban banks, 139. 

Village banks, 26 (note). 

Vinegrowers societies, 90 (note). 

P. 

Pas»bo<.>kB ill stoves, 149 (note). 

Pasture societies, 159. 

Peasant proprietor and Co-o]>eration, 64. 

Polities 13,147. 

Oennany, 22. 44, 66, 75, 102. 

Italy, 158, 105, 175. 

Pcoplo*8 Banks, under banks. 

Penal interest, 100. 

Piangipane co-operutive farm, 168, 176. 

Policy — eee aims. 

Politics and Co-operation, 2, 3, 11-14, 49, 60, 63, 147. 
Poxmlation of — Bavaria, 40 (note). 

Germany, 5 (note), 139 (notc).^ 

Italy, 139 (note). 
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Punjab, 19 (noto). 

Rbinclaufl, 69. 

Postal cliequo systom (Goriuany), 100. 

Presidents, 23, 25, 32, 45, 66, 117, 148, 155, 170. 

Prices, 104, 144, 183. 

Price of land in — Italy, 1C5, 

Punjab, 103. 

Principlofl of Co-operation — see Co-operation. 

JProhi FiVf, 190 (note). 

Producer, 14-15, 72-3, 164. 

Production rt.K-ieties, (Jonnany, 110, 112-13, 114-17. 

Italy, 170, 182, 184, and are Co-operative far; O'*. 
Profit, relation to Co-operation, ii, 50, 139, anil under profiteering. 

melbod of di'?trilvition, 67. 82, 91, 113, 131, 174-75, ISl. 
Profiteering, 2, 14-15, 112. 144-45, 154, 157, 175. 
promissory notes, 26, 56, 58 (note), 135-37. 

Proprietors, sec landlords and peasant jiro]>rletors. 
provincial banks, 50, 

Prussian Central Co-operative Bank, 36 (note), 50, .56, 140. 

.Pun jab, Co-operailve Panns, ICO. 

*■ 

Craftsmen so<*ieties, 111, 118. 

Indebleduess, 102, 

Miscellaneous, 75, 77, 84, 03, 104, 165, 188. 

Organization, 40, 42, 45-S. 

Progress, 18, 19 (note), 

Slvopkecpors, 144 (note). 

Sab-lii'ipeeter.-;, 46-7. 

Villiige incnlah, 24. 

and nndcr b:aik<, del'eets, general meetings, illiteracy, population. 

R 

TlaiftVUtm, 5, 8, 13, IS, 24-0, 2S-9, 36, 

Banks — set* banks. 

Ceiilral Ba»ik, 3<J. 40, 50, 53, 56, 57, 90. 

FcloraMon, 36 7, 39, 4'’, 44, 50, 63, 68 (iiato), 69. 
llaveuna, district, 9, 166, 179. 

Town, 133, 157, 

People's Bank, 129, 130 et siq. 

Jlc-andit, 47. 

Rebate system, 65. 67, 69, 82, 111-12, 146, 148-49, 155. 

Reclamation of land ( Italy), 166, 175, 181. 

Reggio Emilia, 9, 158. 

Reich saef bund (Berlin)— -saa Imperial Pcdcratioii. 

Religious restrictions, 17, 33. 

Renewal of loans, 135. 

/Reserve, 1 87-88 . 

in banks 30, 54, 139. 
specific societies, 67, 79, 83, 91, 102, 163# 
trade societies, 67, 83, 92, 112, 116, 147. 
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IMiivelaiid, 1, 24, :^7-8, -I'A, 09, 75. 

Koninunia, I5(> (nolc). 

Mura) lUVHpcrify, duo to tlie 'vvjir, 19, 99, 105, 107, 167, 1G4-G5, 175. 

JUi^sni, 0, 24 (note), 61 (uotc), 72, 144. 

s 

Sale, co-operative, 6, 21-2, 51, 170 etseq., 160, 162-63. 

»S;in Paolo (I'Artron (‘o -opera live farm, 102. 

Haviiicfs doj'osits, 20, 132, 143. 

>Saxony, provinee of, 21, 25. 29, 43, 46, 75-C. 

*Schulze-Dclitz<ch, 7, 130. 

Panks — Sf;p. urban brinks under banks. 

PedrTa(i<m, 109. 
iSecrctorioji, 25 (nofe), 31, 37. 

?!5c(*iirity, 24-5, 31-3, 52, 57, 59. 134, I 13, 150-51, 163, 160, 177 anl Kiii^r 
slearcs. 

4, 60. Gl-3, 120, 122, 130. 145, 163, 16S-60, anl fcs Slato aid. 
Serbia, 156. 

Shares, Central banks, .54. 

Crafl-uuen .societies. 111. 

House-building ‘-oeieties, 125. 

Italy, 129 (note). 

^fortgago banks. 101. 
seeurltv f<'T loans, 134, 143. 

ITrbaii banks, 129 (note), 140, 

Village banka, 26, 30, 32, 37. 

Sicily, T, 9, 157. 179. 

Silos, 76, 83. 

Size ot! societies — see membership. 

Si^dJeafo Nazionale — see Xational Association. 

Small holder, O t, 15S, ami sef’ peasant |>vopriefor. 

biisine.sses, 7, 113, 117, 132-33. ’ 

Socialists (Italy), Aims, 14, 16-17. 

Attitude to IVopile/s Banks, 131. 

Co-o\»erative Farms, 9, 10, 158-59, 166. 

Organization, 48-49, 178. 

Mivalrv witli Catholics, 2, 11-13, 111, 

Stores, 144-40, and see collectvisin. 

iSt*te aid i n— 

Franco, 61. 

(Jerinany. 36, 41. 62. 77-78, S5, 87, 89, 91-95, 98, 109, 117, 119-21. 
India, 02-03. 103. 

Italy, 3, 60-61, 157, 109, 177. 
and fiee State Hanks under Banks. 

State Banks, undr.r banks. 

* conirol of trade (tier many), 6, 70, 79, 82, 87-88. 

Stocktaking, 68, 80, 84, 111, 148, 152-53, 189. 

Stores, delinitlon, ii, 04 (note). 

in Hormany, 7, 1 3, 64. • 

Italy, 11, 16, 61, 141-45, and under turnover and village stores. 
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{^(riko3, 115, 170. 

S^ul)*(iivii:>ioii{il unloTjs 43-15. 

S ul) ■ I ns ; t( 'r<, 40 -47 . 

Supvb'.* tlcliniiion, 04 (note). 

ill Coniral bunks^ 51. 

(Inmarirs 75, 77, 

Villup' banks, Ssl, 33.. 

8uvv>ly societies, rural, G, 10, 13, G4^! t seq. 

urban, II (M2, and under turnovcT. 

Sureties, 25, 32 (u‘4;e), 33, G7, 134 and ste security. 

Syndics, 130-37, 140, 152, Ifi^OdX). 

T. 

Tailors soiueiy (Munu'bj, 100, 112. 

Taxation on cn-oiuralive societies, (>5, 130, 147. 

Teucbiii '^' — xee oducatioti mul traiuiii}^ courses. 

Teni]»lccroue society ( I rclaiul), 151-55. 

Tenant I'aniit-rs (Italy), 15G, I5S-50, 173. 

Tbrlfl, 34 and sr.e saving’s depusit.s. 

'i'irsclujiircutli granary society (llivaria), 78-8(14^ 

I’owii, ril’i wiili I'ountry, 2, 45, 47, 72. 

Trade Cuionlsm, IG, 113, 1G9, 17o, 172-73, 175, 178, 181, 18 •. 
Trading by t.\?ntral Hanks, 51-52, 1 17, 

Training eotirses, 'iG, 48, 50, 152. 

Turnover in, siHtply and sale .si>eic‘l i<?s, .51, 04, GO, 70, 80, 81, 83, 100, 
storrvs, 7. 147, 11-0, 151, 153-55. 

u. 

Ulmer system, 123. 

Unions— «<»<? amlit unions and sub-divisional unions. 

Unlimited liability — see liability. 

Unpaid liability, 31, 53, 107, 188. 

Urban banks— xee nmler banks. 

societies, 7, 32, ItiO and ,yre craft-men, federations and stores. 
Usury, S, 2G, 102-03. 

V. 

Venice People's Hank, 120 el seq. 

Fsrband, 37 (note). 

Village banks — see under banks, 
communities, IGl. 

stores, 64, 144 et -seq,, IGO, IGS and s^e stores. 

ATnegrowers societies (lltrinaiiyj, SO-02, 1S7. 

w. 

Wages, (iieriminy, G (note), 113, 1 IG 
Ireland, 155 
Italy, 178, 183. 

War Loan (Gtrmany), 8, 28-30, 82, OS, 1S8, 

Waterpower, 104, 108, 147. 

Wcavepa societies (Punjab), 111, 118. 

Weevil, 82, 84. , 

Woi^ibridge, 23, 1 04. 
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Wholesale aocieticB, agricultural (Genuany), 20, 22, 36, 38, 43, 61, 04, 68-70, 7 3. 
‘ apex (Germany), 70. 

in In land, 34, 73, 150. 

Italy, 150. 

Withdrawal, right of, in Germany, 68, 101, 111, 125, 188. 

Italy, 188. 

WolfP, iii, 27 (note), 32 (iiote), 60, 189. 

WollemlK)urg village hanks (Italy), 10, 12, 31 (note), 32-3. 

Women as co-op<;rators (Germany), 28, 48. 

Woolf, 14 (note), 143. 

Z. 

Zemindar . — see peasant pvopriotor. 
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